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Our Supreme Objective 


INNING the war, in the shortest 

practicable time, and with the least 

possible outlay in blood and treas- 
ure, this is the supreme objective of our 
people. To the achievement of this 
great object, all our energies must be 
bent, and not in the future but now. A 
full realization of this duty, and acting 
accordingly, will show to what extent 
the spirit of America is committed to 
an early and complete victory. 

Without being entirely satisfied with 
what has so far been done, we may 
applaud the almost magical change of 
sreat industries in turning from peace- 
time production to making the imple- 
ments of war. They are doing a won- 
derful job, and they will keep on doing 
a still better one. 

Our military victories have lacked im- 
pressiveness, but not the gallant defense 
of Bataan, nor the many exploits of 
heroism in the air, on sea and land. 

We are called on not only to supply 
our own vast military requirements, but 
to provide ships, food and munitions 
for other lands, and we are bending 
great efforts to meet these tremendous 
demands on our finances and our pro- 
ductive resources. In meeting this huge 
task, indispensable and generous assist- 
ance is being rendered by the banks of 
the United States. They must be doing 
an excellent job, for unlike other ele- 
ments in our economy: they have escaped 
criticism. 
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The immediate service the banks can 
render has to do with supplying credit 
to the many concerns engaged in war 
production. While some of these re- 
quirements are such as call for assist- 
ance by the Government, many others 
are such as the banks can handle. It is 
believed that not only individual banks, 
but our banking systems as a whole, are 
thoroughly committed to the support of 
our war efforts. Aside from their im- 
mediate service, the banks can, by their 
wide public relations, do much in main- 
taining a sound state of opinion in their 
respective communities. It is of the ut- 
most importance that complete faith 
be maintained in our own authorities 
and in the nations with which we are 
associated. The task before us is not 
of the past but of the present and the 
future; not what we did not do, but 
what we are doing now. It must be 
realized that with our entire financial 
and industrial system so long geared to 
the arts of peace, time will be required to 
make the change which war on a colos- 
sal scale demands. That we have made 
the change to the extent we have done 
already is the warrant for our faith that 
still greater progress will be made in 
this direction and with the least possi- 
ble delay. But we must guard against 
a relaxation of effort because of what 
we have done thus far. We must work 
harder, buy more War Bonds and 
Stamps, and redouble our efforts in 





all spheres of war and its related ac- 
tivities. 

Above all, in every way we must 
prove to the world that in attaining our 
supreme objective—the winning of the 
war—the people of America are united 
in a purpose that shall know neither 
variableness nor shadow of turning un- 
til that objective becomes a reality. 


© 
A LOOK AT AMERICA 


]\ times of peace we are apt to take 

our country and its institutions as a 
matter of course, but when the blast 
of war blows in our ears, we may well 
freshly consider what is this country for 
which we are fighting. First, it is not 
the biggest, though exceeded by only 
two or three others in territorial extent, 
nor has it a population as large as that 
of a few other countries, though it is 
both big and well populated. Its shores 
are washed with the two great oceans, 
and its lakes and rivers are of majestic 
proportions. The prevailing climate is 
that of the Temperate Zone. In abun- 


dance and variety of natural resources, 
perhaps no country is quite its equal. 
Its scenery ranges from the quiet pas- 
toral aspect to Yellowstone and_ the 


Grand Canon. But beyond resources, 
territorial extent, and scenery, America 
has a charm to those who are fortunate 
enough to know it from Maine to Cali- 
fornia and from the Dakotas to Florida. 
New England has, in its mountains of 
modest height, and in its beautiful lakes 
and forests, and more than all in the 
sturdy character of its people, an attrac- 
tion peculiar to itself. Then it has Bos- 
ton, not merely a state of mind, but an 
epitome of much of our early history 
and of American literature. New York, 
the world’s melting pot, and Philadel- 
phia, the real cradle of American lib- 
erty. And the South, mother of states- 
men; the Great West, our native bread- 
basket and the scene of our early con- 
quest of nature; with the intervening 
Mountain States with their majestic 
scenery: finally, the great Pacific Coast 
region, from California on the south to 
Washington and Oregon on the north. 


374 


Not to forget Texas, deep in the hearts 
of all true Americans. The cities are 
too many to be named, but there is De- 
troit, home of the magical industry; 
Chicago, the giant of the Midwest; San 
Francisco, the unique city, and New 
Orleans, where cooking is a fine art. 

Then there are universities, colleges, 
schools, and innumerable charitable 
and philanthropic institutions. We have 
the most telephones, radios, bath tubs 
and other concomitants of civilization 
to be found in any country on earth; 
but better than these, we have a system 
of free government, with boundless op- 
portunities for the advancement of every 
youth. 

This America of ours is a goodly land, 
which is in no sense to depreciate any 
other country on the round globe; and 
by the character of its institutions, its 
glorious history, it is worthy of our de- 
votion in all duties which life holds, and 
as is being shown now by our gallant 
sons, nobly worthy of the last supreme 
sacrifice. 
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PECULIAR BEHAVIOR OF THE 
SECURITIES MARKET 


HERE was a time, not so remote, 

when the behavior of the securities 
market was a more or less trustworthy 
barometer indicative not of the pres- 
ent alone but of the future. Also, there 
was a time when this barometer was es- 
pecially sensitive to the agricultural 
prospects of the country, good crops 
foretelling prosperity and poor crops the 
reverse. Curiously enough, in recent 
years it has been the other way round, 
bumper crops adding to the gloom and 
deficient agricultural production being 
looked on with satisfaction, one of the 
signs of a topsy-turvy world. 

But the recent performance of the 
securities market has not been materi- 
ally affected by the crop situation. 

It would be highly instructive could 
one clearly discern what has caused the 
market to act in the peculiar way it 
has done. Perhaps the none too satis 
factory progress of the United Nations 
in their war efforts to date may have 
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been one of the prominent operating 
causes. But since the market has fre- 
quently discounted the future by a cor- 
rect appraisal of it, one cannot believe 
that the market takes a gloomy view of 
the final result of the war. Certainly, 
there is no such mental attitude on the 
part of the American people to warrant 
a belief in any result but a complete and 
overwhelming victory by the United 
Nations. 

This influence being dismissed, the 
cause for the situation under consider- 
ation, must be sought elsewhere. 

Possibly, the explanation may be 
found in apprehension about the future 
of our entire social and economic pat- 
ten. There are those who fear that 
our debts and taxes will be so heavy at 
the end of the war, and our entire finan- 
cial and industrial systems so entangled 
with government, that a return to our 
system of free enterprise, and even of 
government as well, will be impossible. 
Whatever justification may exist for the 
existence of this fear, there is high au- 
thority—the very highest in fact—for 
stating that our Government itself not 
only has no intention of bringing about 
such a stupendous change, but is 
strongly opposed to a change of this 
character. 

The “peculiar” character of the secu- 
rities market refers to the fact that 
while corporation earnings are at a 
high level, the prices of the representa- 
tive securities continue to fall. Aside 
from purely speculative influences, it 
would appear that one of the soundest 
reasons for the advance in prices of 
stocks and bonds would consist of an 
increase in net earnings, particularly if 
this history is of long continuance. But 
now, as earnings go up prices go down. 
This fact has even attracted the atten- 
tion of humorous writers, though its im- 
plications are of a decidedly serious na- 
ture. Securities of some of the great 
utility concerns are now selling at the 
lowest price ever recorded, while the 
general market continues depressed, and 
sales at the New York Stock Exchange 
are daily at a very low figure. 

If this attempt to account for the be- 
havior of the securities market has not 
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succeeded, it may be because there is an 
element of mystery in the situation not 
readily to be ascertained. It is believed, 
however, that to the extent the depres- 
sion in the securities market may repre- 
sent any lack of faith in the future of 
this country, it is wholly without justi- 
fication. 
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MEASURES TO CHECK INFLATION 


[N its issue of April 14, The New York 

Times, in an article “To Curb Infla- 
tion,” says: 

“Until now the Government has at- 
tempted to deal with the problem of 
inflation only in small part by siphon- 
ing off excess consumer purchasing 
power. It has attempted to deal with 
the problem primarily by price-fixing. 
Selective price-fixing, carefully done, is 
a necessary part of any rounded anti- 
inflation program. Our price-fixing 
program, however, has been gravely dis- 
torted by political considerations. Con- 
gress has not only feared to put ceilings 
on farm prices but has resorted to all 
sorts of devices to raise them. Admin- 
istration policy has not only done little 
to control wages but in various ways has 
stimulated wage increases. The result 
is that the increase in both farm prices 
and wage rates has been greatly in ex- 
cess of the rise in other prices. Yet 
farm prices are basic in the cost of liv- 
ing, and wage advances affect the cost 
of production of everything. 

“Alarmed by present tendencies, the 
administration now talks of an ‘over- 
all ceiling’ for prices, rents, profits and 
even wages. Such a program might 
freeze into the business system many 
disparities in costs and prices, adding 
still further to the difficulties of doing 
business. But it would create an even 
inore serious danger. Suppose there is 
an over-all ceiling on prices while ex- 
cess purchasing power continues to be 
pumped into the economic system? The 
immediate result must be a draining 
away of goods and greater shortages 
than ever. Equity among consumers 
could then only be secured by a ration- 
ing system. The more inclusive the 
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price ceiling the more inclusive must 
be the rationing. Business would be 
hamstrung everywhere by a maze of 
authoritarian controls; an army of offi- 
cials would be required to carry on the 
rationing and to prevent corruption. 
And with all these evils, the problem 
of inflation would still not be solved, 
because of the continued inflow of ex- 
cess purchasing power. 

The basic remedy for inflation is to 
siphon off excess consumer purchasing 
power. We can do this only by a method 
of taxation which reaches not only the 
present income-tax groups but the 
groups below the $2,500 income level. 
which largely escape present income 
taxes. These groups with incomes of 
less than $2,500, according to recent 
official statistics, comprise three-quar- 
ters of all consumers and accounted 
last year for more than half of current 
consumption expenditures. To reach 
this income any one of several possible 
devices (or a combination of them) is 
possible: a further lowering of the in- 
come-tax exemptions; a flat gross in- 
come tax, without exemptions, deducted 


at the source; compulsory savings de- 
ducted at the source. or a sales tax. 
These are the devices that must now 
be explored.” 
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PREVENTING SERIOUS INFLATION 
NIGHTLY the authorities at Wash- 


ington are concerned about the 
possibility of price inflation reach- 
ing serious proportions. The factors 
making for such inflation include a sharp 
rise in the national income, while at the 
same time there is a relative decline in 
consumers’ goods, due to the demands 
for war supplies. The means for check- 
ing inflation comprise credit control, ra- 
tioning, and the fixing of prices. An- 
other way would be to increase the sup- 
ply of consumers’ goods, something that 
can hardly be done with the demands 
which the war makes on the country’s 
industrial establishments. Farm pro- 
duction, however, which in some re- 
spects has been subject to restriction, 
can be increased by the removal of these 
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restrictions and possibly by other meas. 
ures, thus keeping farm products from 
unduly rising. 

Currency in circulation, now some 
twelve billions, represents a record fig- 
ure, while credit by the banks and the 
Government is similarly expanding, 
The additional purchasing power de. 
rived from full employment at high 
wages, and the profits of industry, can 
largely be absorbed by increased taxa- 
tion, and this remedy will be applied as 
circumstances permit. 

There are some authorities who hold 
that inflation is a disease which cannot 
be checked until it has run its course, 
If that were the correct view, which 
does not seem to be true, our present 
situation would be cause for serious con- 
cern, for inflation of a mild type has ex- 
isted for some time. It is believed, how- 
ever, that the measures already invoked, 
and others to be taken, will prevent the 
disease from reaching its virulent form. 


0) 


OUR DEBT-BEARING CAPACITY 


NE of the important problems arising 

from our war efforts relates to the 
ability of the country to bear the huge 
public debt which our participation in 
the war demands. This matter was 
dealt with in a quite hopeful aspect in 
an address before the Nashville Cham- 
ber of Commerce by Emil Schram, Presi- 
dent of the New York Stock Exchange. 
The size of the present public debt and 
its future proportions were thus stated 


by Mr. Schram: 


“No one can guess what our national debt 
will amount to when this war has been won. 
It is being increased by more than $21,000,- 
G00,000 during the current fiscal year, ac- 
cording to the prediction made in the Presi- 
dent’s budget message to Congress. That 
will bring the total to roughly $70,000,000, 
000. Another increase of approximately 
$40,000,000,000 is expected for the fiscal year 
beginning next July 1. 

“In other words, on the basis of present 
estimates, the debt will have risen to about 
$110,000,000,000 by June 30, 1943. It is en- 
tirely possible that, should the war last that 
long, we will have an aggregate debt of ap- 
proximately $150,000,000,000 by the middle 
of 1944. It may eventually run to $200,000, 
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000,000, or even higher, depending upon the 
speed and energy with which we can turn 
our maximum powers upon the enemy.” 


Now, the problem to be met and 
solved consists in our ability to provide 
the requisite sums for meeting interest 
and the gradual reduction of the debt. 
Mr. Schram dismisses all suggestions 
for paying in depreciated dollars, or 
with funds obtained from some form of 
capital levy, or that the debt was not 
to be regarded by the holders as an in- 
vestment but as an outright gift to the 
Government. His view of the matter 
was that the debt would be fully and 
honorably met, a view that is essential 
to the maintenance of confidence in the 
public credit. 

Mr. Schram’s belief that we should 
be able to carry the debt rested on his 
faith in the great industrial and intel- 
lectual resources of the country. He 
expressed the opinion (quoting from a 
previous address) “that American in- 
dustry and business would, in this war, 
play their part so brilliantly in produc- 
tive efficiency that the American people 
would see to it that our system of pri- 
vate initiative and enterprise is pre- 
served, no matter how cunning the 
forces and influences that may seek to 
undermine it.” 

Here are some of the reasons given 
by Mr. Schram for his confidence in 
our ability to meet the debt require- 
ments of the war: 


“We, in this country, have been accus- 
tomed to think of our national income in 
terms of anywhere from $60,000,000,000 to 
$90,000,000,000 a year. We are seeing this 
income rise rapidly under the stimulus of 
the war effort. According to current esti- 
mates, it will run well above $100,000,000,000 
in 1942. Who would be so bold as to put a 
definable limit to which our wealth-creating 
capacity can be stretched? 

“We look forward, after victory, to the 
release of a gigantic pent-up demand for the 
products which we are, on an ever-increasing 
scale, denying ourselves during the war. The 
possibilities which the end of the war will 
open up to us stagger the imagination. 

“I do not suggest that the transition from 
war to peace, and from war-time production 
to peace-time development of commerce and 
industry, can be accomplished without great 


difficulty. But I am saying that the surest 
preparation which we can make is to fix 
resolutely upon the only policy to which our 
great productive and organizing capacities 
will respond. 

“The American system, in which we are 
justifiably taking’ great pride just now, is 
quite equal to any burden which it may have 
to carry, provided we understand just what 
our system is and just what it feeds upon; 
provided the whole country is rallied behind 
an unequivocal national policy that recog- 
nizes the fundamentals which give that sys- 
tem its rugged strength and its vitality. 7 

“To put it more clearly, we need today an 
unambiguous reaffirmation of our faith in 
the American principles. I cannot think of 
anything that would give a greater lift to 
our national spirit than an authoritative ex- 
pression of adherence to the American sys- 
tem of private initiative and enterprise. © 

* * * * * 


“Our people have learned by bitter disillu- 
sionment and costly mistakes that there are 
no substitutes for the productive processes, 
Nostrums, no matter how fancy the packages 
they come in, do not work. It augurs well 
for the future that we have gained this ex- 
perience the hard way. It ought to put us 
on our guard when the planners seek again 
to tempt us into easy paths. 

“To those of you who are wondering what 
you can do to protect our system of initia- 
tive from the dangers to which I have al- 
luded, let me say this: we have witnessed in 
the last few months a remarkable demonstra- 
tion of the power of public opinion in this 
country. The people are in revolt against 
inertia, against incompetence, against de- 
featism and against those forces and influ- 
ences that jeopardize their cherished insti- 
tutions. 

“Time and again, a command or an admo- 
nition has come from the people and has 
been instantly obeyed. ‘Wherever there is 
an expression of the national will, we may 
be sure that it will prevail. Next to win- 
ning the war and winning the peace, the 
greatest responsibility which we have is to 
preserve our American way of life, which 
revolves around the system of initiative and 
enterprise. 

“The test of that system is the creation of 
more and more wealth, and not the dissi- 
pation or confiscation of existing wealth. 
This is the philosophy which we must defend. 
This is the fundamental premise of the de- 
mocracy we are struggling to uphold.” 


It is encouraging to be told, that how- 
ever large our war debt may unavoid- 
ably become, the ability to meet it will 
be met by the resourcefulness and good 
faith of the American people. 
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The Problem of 


Bank Capital Ratios 


ECENT events have given new im- 
portance to the subject of capital 
ratios. Bank assets continue to 

grow at steadily high rates, further dis- 
torting their relationship to relatively 
static capital accounts. The uncertainty 
growing out of our active participation 
in the war adds many complications to 
an already knotty problem. 

It is particularly timely, therefore, 
that I should outline what we in Federal 
Deposit Insurance Corporation are cur- 
rently thinking and doing about the 
capital ratios of insured banks. 

As the cushion which protects banks 
against fluctuations in values and other 
broad economic forces, bank capital is a 
major concern of each insured bank and, 
in a broad sense, of our whole economic 
structure. In its more tangible, immedi- 
ate role as the primary margin of safety 
overlying bank deposits, bank capital is 
a matter of important, selfish concern 
to the depositing public and to Federal 
Deposit Insurance Corporation. 


Capital Ratios Continue to Trend 
Downward 


It is a matter of historical record that 
the ratio of bank capital to bank assets 
has tended generally downward for as 
long as there are records. There have 
been a few report periods during which 
the ratio rose slightly, but the rise on 
these occasions resulted nearly always 
from a marked reduction in bank assets, 
rather than from an increase in bank 
capital. The trend was halted abruptly 
in the period from 1933 through 1935 
by the injection of large amounts of 
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new capital into our banks during the 
period of rehabilitation following the 
bank holiday. Soon thereafter, though, 
the downward trend resumed, and it has 
continued without noticeable interrup- 
tion to this day, largely as the result of 
the most steady and phenomenal growth 
of bank assets that the country has ever 
seen. 

With capital funds of all insured 
banks constituting less than $9.00 of 
each $100 of bank assets today, as 
against the $12.00 and $14.00 that rep- 
resented capital in years gone by, con- 
cern about the adequacy of bank capital 
is quite naturally widespread. Since 
talk and conjecture on the subject cen- 
ter largely around the traditional “ten- 
to-one ratio,” let me first discuss that 
basic premise. 


Ten-To-One Ratio 


In speaking before a meeting of the 
American Bankers Association in Octo- 
ber, 1934, I said: 

“We have felt it imperative that mem- 
bers of the Insurance Fund be protected 


The accompanying article is 
based on an address made by 
Chairman Crowley last month 
before the Wisconsin Bankers 
Conference held at the Univer- 
sity of Wisconsin. 
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by the existence of an adequate cushion 
in the form of capital behind deposit 
liability. We have felt that maximum 
protection to the depositors in an in- 
sured bank, as well as the funds of the 
Corporation, could only be afforded 
through such an adequate capital cush- 
ion. In undertaking to rebuild where 
necessary the capital structure of banks 
becoming members of the Insurance 
Fund, we have used as a measuring rod 
a ten-to-one ratio of deposits to capital.” 

Because of its acceptance in custom, 
this ratio was adopted as a yardstick 
during the program of bank rehabilita- 
tion in 1933-1935. It served its purpose 
satisfactorily then, when the tremendous 
volume of work to be done in a short 
time made simple, generally applicable 
standards necessary for quick action. 
Since then its use has been continued 
as a desirable, workable, basic stand- 
ard. We have endeavored to apply it 
without being too rigid and _ have 
striven concurrently for improvement in 
asset quality. That the joint efforts of 
bankers and bank supervisors have been 
successful in their endeavors in this re- 
gard is amply attested by the present 
generally satisfactory condition of the 
insured banks. 

Today, when the banks are being 
called upon for vigorous financial sup- 
port of the war effort, when we witness 
tremendous increases in bank assets and 
expect this tendency to continue, it is 
timely that we re-examine our thoughts 
on bank capital and on other banking 
standards as well. I am confident that 
we should not abandon any of our fun- 
damental concepts, but rather that we 
should adapt them to the necessities of 
the times. 


Adequacy of a Bank’s Capital 


The adequacy of capital protection in 
a given bank must continue to be the 
basic standard for supervisory measure- 
ment of the institution. No longer, how- 
ever, can supervisors look upon an ar- 
bitrary yardstick alone as an infallible. 
inflexible criterion. The adequacy of a 
given capital ratio must be weighed and 
judged in the light of other factors 
making up the whole picture of a bank. 


A decline in the capital ratio of a 
bank is not, of itself, a sign of danger. 
ous weakness. Capital is intended to 
cushion the bank against assets that are 
subject to shrinkage in value. The 
growth in assets which caused the ratio 
decline during recent years occurred 
preponderantly in the cash and Govern. 
ment securities accounts, the least risky 
types of bank assets. Marked improve- 
ment in the quality of earning assets of 
banks—those most likely to constitute 
claims upon capital—is another factor 
in the present picture that must be 
weighed in considering the adequacy of 
capital. Whereas in 1933 examiners set 
up $10.47 as net deductions from each 
$100 book value of all assets of insured 
banks not members of the Federal Re- 
serve System, and in 1934 set up net 
deductions of $6.73 per $100 of such 
assets, examinations made in 1940 clas- 
sified only $.77 per $100 as deductible. 
Note further that where in 1934 exami- 
ners classified $40.64 of each $100 of 
loans and discounts of banks examined 
by FDIC as deductions and substand- 
ard, only $10.68 per $100 of loans were 
so classified in 1940. 

I find that there is no quarrel among 
the many parties at interest over the 
need for adequate and sizable capital 
protection in each bank. There is, how- 
ever, a rather wide division of opinion 
as to the minimum acceptable capital 
ratios and as to the proper means of 
building up deficient capital accounts. 

The minimum acceptable capital 
ratio, particularly under present condi- 
tions of rapid change, appears to me to 
be a matter that must be determined for 
individual banks on the basis of their 
condition and trends. Establishment of 
a general inflexible minimum capital 
rule without regard to other factors in 
the bank would be undesirable from 
many angles. The adequacy of a given 
capital ratio varies widely from bank to 
bank, even from season to season, within 
a given bank. Experience shows that a 
formally sanctioned minimum _ tends 
quickly to become the maximum, thus 
weakening supervisory efforts to obtain 
correction in banks where twice the legal 
minimum capital would probably still 
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not be sufficient. Finally, it has always 
been our hope to keep bank restrictive 
legislation at a minimum, leaving as 
wide a scope as possible to the efforts 
of bank managers and to the codpera- 
tive negotiations of bankers and super- 
visors. 


Capital Deficiencies Exist in Some 
Banks 


Yet, by whatever standards we meas- 
ure, there are today several banks with 
capital deficiencies of varying degree. 
When we face the problem of repairing 
these deficiencies, our attention must be 
focused both upon capital and upon 
assets. Any remedy for the deficiency 
must take into consideration both fac- 
tors in the ratio, the cushion and the 
weight upon the cushion. 

The obvious way—and what used to 
be the simplest way—to repair capital 
deficiencies is to round up additional 
bank capital. In fact, it is the most 
satisfactory manner under usual condi- 
tions. Today, however, it appears un- 
likely that any large amounts of new 
capital can be obtained from private in- 
vestors—certainly no amounts that 
would keep pace with the increases in 
assets occasioned by the country’s war 
effort. Increasing taxes and other urgent 
demands on the people have diverted 
private investment funds from many 
common stocks and particularly from 
bank stocks. Even if it were possible 
to obtain new capital, except in a small 
percentage of the cases, there are some 
doubts as to the urgency or wisdom of 
this course. In the first place, the ap- 
parent deficiency may be temporary to 
a large degree. Secondly, it would be 


an easy matter needlessly to destroy con- : 


fidence in the banks by the constant 
emphasis on the subject that would be 
necessary to accomplish such an ob- 
jective. 

The Government in the past has aided 
in supplying bank capital not obtain- 
able from private sources, and some 
have suggested that it re-enter the field 
on an active scale. Generally, because 
of the sound condition of our banks and 
for the same reasons stated above. I be- 
lieve there is no real and immediate 
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‘‘The obvious way—and what 
used to be the simplest way—to 
repair capital deficiencies, is to 
round up additional bank capi- 
tal. In fact, it is the most satis- 
factory manner under usual con- 
ditions. Today, however, it 
appears unlikely that any large 
amounts of new capital can be 
obtained from private investors 
—certainly no amounts that 
would keep pace with the in- 
creases in assets occasioned by 
the country’s war effort.’’ 


need for such assistance. The sight of 
Government coming again to the aid 
of our banks would probably shake the 
confidence of our people at a time when 
a stable supply of bank credit is essen- 
tial, and would be likely to raise again 
the question of the ability of our tra- 
ditional banking system to serve Ameri- 
can business and the American people. 


Additions to Capital from Earnings 


In the light of these considerations, 
augmentation of bank capital today 
would appear to depend almost entirely 
upon retention of a large portion of 
bank earnings and upon reduction of _ 
the ‘claims upon capital and earnings 
through extraordinary attention to bank 
assets. Retention of a large proportion 
of bank earnings will involve increased 
attention to operating economies within 
certain banks, as well as ultra-conserva- 
tive dividend policies so long as growth 
of assets continues. 

On the other hand, there are and will 
be some banks with capital deficiencies 
and asset conditions in respect to which 
the retention of earnings as a means of 
correcting the situation would be a fruit- 
lessly slow process. New capital is the 
only solution in many such cases, while 
in others with doubtful future earnings 
prospects, elimination with the assist- 
ance of the Federal Deposit Insurance 
Corporation seems the only feasible 
course. Unfortunately there are some 
bankers as well as a few state authori- 
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‘*The Government in the past 
has aided in supplying bank cap- 
ital not obtainable from private 
sources, and some have suggested 
that it re-enter the field on an 
active scale. . . . I believe there 
is no real and immediate need 
for such assistance. The sight 
of Government coming again to 
the aid of our banks would prob- 
ably shake the confidence of our 
people at a time when a stable 
supply of bank credit is essen- 
tial, and would be likely to raise 
again the question of the ability 
of our traditional banking sys- 
tem to serve American business 
and the American people.’’ 


- 


ties who do not want to face the facts 
in certain problem cases. We must be 
realistic about these matters. It is ob- 
viously unfair to the banking system as 
a whole to temporize with uneconomic 
and weak units. 

The Corporation, as in the past, is 
ready and willing to meet its financial 
responsibility immediately whenever the 
need arises. It will continue to recog- 
nize its losses and absorb them as they 
occur as it is asking you bankers to do. 
This is the surest way of maintaining pub- 
lic confidence. During the eight years 
of deposit insurance ended December 31, 
1941, the Corporation has aided 370 
insured banks having 1,205,154 deposi- 
tors with total deposits of $468,417,000. 
Of this total of deposits, $457,640,000, 
or 97.7 per cent, was fully protected. 
Only 1,920 depositors, or less than one- 
quarter of 1 per cent of all depositors 
in these banks, held accounts in excess 
of $5,000. This was accomplished with 
total disbursements actually made or 
pending of $259,967.598.37, of which 
$131,628,256.61 actually has been re- 
covered. Future recoveries are esti- 
mated to be $81,740,913.01. The re- 
sulting deposit insurance losses and ex- 
penses of $46,598,400, together with 
administrative expenses and_ other 
charges totaling $25,739,800 during the 
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same period, are $1,710,000 less than 
the Corporation’s income other than as. 
sessments. Therefore, on December 3], 
1941, the Corporation had a surplus of 
$264,199,900 in addition to its capital 
stock of $289,299,600, a total capital 
and surplus of $553,499,500. We he- 
lieve that we should continue to build 
on'this foundation to provide for any 
emergency that may come in the read- 
justment following the war. In the last 
analysis, the funds of the Federal De. 
posit Insurance Corporation are in- 
tended to supplement bank capital as 
protection for depositors. 


Attention to Bank Assets 


In the great majority of banks, the 
most promising and fruitful avenue of 
approach to the problem of capital de- 
ficiencies lies in bank assets, the second 
factor of the capital ratio. Improve- 
ment in bank assets is the influence that 
has helped most to ease the seriousness 
of the decline in capital ratios. It is 
likewise the aspect of the capital prob- 
lem about which most can be done now 
and in the future. 

Care in the selection of earning assets 
continues to be the primary responsi- 
bility of bank managers, particularly in 
these times of stress when they are urged 
to give weight to many factors other 
than intrinsic soundness in making their 
decisions. Thoughtful bank manage- 
ment will temper the enthusiasm of bor- 
rowers who become too visionary. Also, 
it will profit by our experiences with 
mortgages and require that borrowers 
make provision for regular reductions, 
if not complete repayment, of their loans 
at intervals so that they will not be 
faced with debts which cannot be liqui- 
dated when the war is over. Do not 
misunderstand me; banks can and 
should continue to assist in our war 
effort. However, let none be misled 
into the belief that bank credit stand- 
ards should be relaxed now. The war 
effort will not be aided by any basically 
unsound credit advances, and the task 
of post-war readjustment will be made 
harder by each of them. 

Bank managers should move promptly 





to take advantage of improved markets 
to dispose of substandard assets which 
now burden their institutions. In many 
localities improvement in the real es- 
tate market has given banks a splendid 
opportunity to reduce their other real 
estate accounts. Managers who fail to 
take advantage of this condition are 
really derelict in their duty. Even in 
localities where markets still do not per- 
mit realization of book values on other 
real estate, bankers should still get busy 
on reduction of that account, since it is 
unlikely that any better prices than 
those that presently prevail will be ob- 
tained. 

There should also be a particular in- 
centive for bankers today to charge out 
known losses and depreciation in their 
assets. Bank earnings generally are at 
their highest level in many years, and 
as tax deductions, charge-offs will as- 
sume new justification. 


In summary, then, | believe the prob- 
lem of deficient bank capital can best 
be solved today by bankers and super- 
visors through attention to bank assets, 
both in acquiring new assets and in 
properly pricing those they already 
hold; by operating economies, conserva- 
tive dividend policies determined only 
after elimination of all known losses 
and depreciation; by retention in capi- 
tal accounts of a large portion of cur- 
rent earnings; and by special attention 
to the relatively few problem cases, with 
courage to eliminate unsound units when 
it becomes necessary. To only a minor 
degree can we look to the sale of new 
private capital or to the Government 
for relief of acute situations. 

It is important, too, I believe, that 
we do not lose our perspective. In the last 
analysis, the question of bank capital 
is but one aspect. of the many-faceted 
basic problems of bankers and supervis- 
ors, namely, maintaining public confi- 
dence in our financial institutions. It is 
an important aspect because, like Fed- 
eral deposit insurance, it is a tangible, 
measurable indication of safety, readily 
understood by the public. Banks with 
sizable capital ratios have been known 
to fail when they drew public suspicion, 
while banks that momentarily were 
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barely solvent have weathered severe 
crises because the public had faith and 
confidence in their managers. 

Public confidence presupposes faith 
in the soundness of our banking system. 
That faith can be bolstered and solidi- 
fied by good management and good su- 
pervision working in harmony with the 
Federal Deposit ‘Insurance Corporation 
in the solution of our mutual problems 
as they arise. Our greatest contribution 
to our country’s war effort is a sound 
banking system. We are fortunate, in- 
deed, that it is sound now. Our duty 
henceforth will be to keep it that way. 


© 


AN increasing reversal of the psychology 
of two and three years ago when bor- 
rowers on homes wanted the longest pos- 
sible time to pay out and the smatlest 


possible monthly payments is seen by 
the United States Savings and Loan 
League in the payments of many of 
today’s borrowers ahead of schedule. 
Mounting receipts of the co-operative 
banks and savings and loan association 
indicate that those getting better money 
than they have for years are using it to 
reduce their debts further than required 
in a great many instances. 





A Program for 


N October of 1941 it was the author’s 
privilege to present to the readers of 
the BANKERS Macazine “A Program 

for American Defense.” In this article, 
written at a time (June, 1941) when 
many thought arming for defense was 
unnecessary, while others, few in num- 
ber, unfortunately, considered a defense 
program as preparation for inevitable 
war, the author summed up the “weak- 
nesses in our armor” of preservation as 
follows: 

1. “Absence of a definite plan to obtain 


revenue from taxes to pay for the rearma- 
ment program. 

2. The tolerated threat to our economy 
through inflation, already evidenced by price 
increases. 

3. The feinting attempts at organizing a 
system of price controls. 

4, The reluctant acknowledgment that the 
rearmament program is falling far short of 
anticipated progress, due to failures of 
O. P. M. organization. 

5. The clamoring of labor for increases in 
wages, resulting in strikes which are para- 
lvzing certain vital defense industries. 

6. The fear of the ever-increasing na- 
tional debt. 

7. The fear for our economy in the event 
of an Axis victory.” 


The author’s last article which 
appeared in October, 1941, was 
entitled ‘‘A Program for Ameri- 
can Defense. Since then, the pic- 
ture has changed considerably, 
and Mr. Corns now proposes a 
14-point program for Victory. 
Mr. Corns is a frequent contrib- 
utor to the BANKERS MAGA- 
ZINE and is the author of ‘‘Bet- 
ter Bank Management.’’ 


American Offense 


By Marshall C. Corns 


Almost a year has elapsed since the 
article was first written. On that “pro- 
gram,” how do we stand today? 

Congress has been considering a sim- 
plification of the existing tax laws; the 
lowering of personal exemptions and 
the increasing of the surtax rates, to 
raise additional billions in taxes. The 
Treasury Department has presented its 
views to Congress, embodying a manu- 
facturer’s or retail sales tax. The plans 
so far presented, however, are for the 
purpose of increasing revenue and not 
for instituting necessary inflation con- 
trols. 

Shortages of rubber, tin, and lack of 
shipping to bring sugar and wool to 
this country have made rationing neces- 
sary. The need for converting plants 
from producing consumer goods to pro- 
ducing ordnance goods has resulted in 
a shortage of consumer goods in com- 
parison with the purchasing power 
available. To attempt to prevent prices 
on the limited supply of consumer goods 
from increasing, it has been found neces- 
sary to freeze prices on hundreds of 
articles and commodities. Unfortu- 
nately, many other items of cost, such 
as rent, taxes, wages, have not been 
frozen, with the result that retailer mar- 
gins of legitimate profit are being 
slowly reduced and will disappear en- 
tirely unless all prices, wages, taxes, 
rents, are frozen within a very short 
time. 

One man has been appointed head 
of the O. P. M., and much progress has 
been made in the last 90 days. The 
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Navy has been reorganized from the top 
down, and the Army from the middle 
up. In spite of these welcome changes 
in the right direction, we have failed to 
obtain maximum results because there 
js a poor executive and administrative 
organization, the head of our war pro- 
duction efforts still does not have enough 
power, and functional authority is hand- 
icapped by red tape and the presence 
of too many $1.00-a-year men, who in 
spite of good intent continue to be, or 
are claimed to be, influenced by their 
business connections. 

Attempts being made to solve labor’s 
problems, while in the right direction, 
are slow to produce results, and the ad- 
ministration still appears to be of the 
frame of mind not to alienate labor— 
or the farmer—for selfish political rea- 
sons. 

Fear of the ever-increasing national 
debt is generally decreasing. The pub- 
lic is in the frame of mind that we have 
a war to win, a democracy to save, and 
a way of life to maintain, and—never 
mind the cost. Unfortunately, some of 
those in public office do not appear to 
be in this frame of mind and continue 
to spend precious time arguing about 
profits and costs instead of getting pro- 
duction. 

Fear for our economy in the event of 
an Axis victory is still with us, but there 
is good reason to minimize this fear, 
not only because we are going to ulti- 
mately win, but because of the excellent 
work accomplished by our State Depart- 
ment in the International Conference of 
American States, which meetings held 
in South American countries have con- 
tributed to present and future hemi- 
spheric Solidarity. 

Conditions have changed. We are 
now in a state of war. The problems 
with which we are faced must be solved 
immediately. We must produce more, 
and more, and even more, than we ever 
have before. if we are going to win. 
Differences of opinion and squabbles 
between groups, a healthy sign in nor- 
mal times, must stop. We haven't the 
time. 

What are these matters of importance 
which take up the time of our Congress- 
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men, which must be solved if maximum 
results in our war effort are to be ob- 
tained? 

1. War Profits: 

The public and Congress are con- 
cerned over the enormous profits some 
companies are making out of the pro- 
duction of war material, and the out-of- 
line bonuses and salaries that are being 
paid out of these profits. While un- 
doubtedly there is much to be said about 
excessive profits, it should be remem- 
bered that when costs are figured for a 
ziven volume of work, that cost in- 
cludes management overhead, and when 
volume increases over the given or fig- 
ured volume, cost of management over- 
head decreases in proportion to the 
total volume, apd additional profits re- 
sult. To overcome this problem there 
is talk of limiting profits on ordnance 
contracts to 6 per cent of the contract. 

Unfortunately, limiting profits on 
ordnance contracts to a fixed percentage 
of the contract would be unfair because: 
(a) Only prime contractors would be 
affected (parts of any contract sub-let 
would not be covered); (b) Manufac- 
turers who had opportunities to produce 
under more than one contract would 
have an advantage over the manufac- 





turer who was only producing under one 
contract (management overhead would 
be an absolute cost in one contract but 
clear profit in more than one); (c) 
Manufacturers, without any incentive to 
cut costs, would shift to cost plus fee 
contracts which would entail an enor- 
mous amount of red tape and additional 
expense on the part of the Government 
agencies; (d) Sub-contractors, or those 
not producing under Government con- 
tracts, would not be affected, conse- 
quently many manufacturers would try 
to shift from prime contracting to sub- 
contracting, thus creating more difficul- 
ties in our production program. 

2. War Wages: 

Labor, cognizant of the increased cost 
of living and corporate profits, is ask- 
ing for wage increases and is reluctant 
to give up its advantage of time and a 
half for overtime in excess of 40 hours 
a week. The Government is urging 
plants to go on a 24-hour seven-day- 
week basis, which in connection with 
the present labor situation means that 
time and a half will be paid, which in- 
creases the cost to the Government for 
ordnance requirements. 

3. Increased Cost of Living: 

Shortages and the starting spiral of 
inflation are increasing consumer prices, 
and demands for increased wages, which 
in turn add to the prices of consumer 
goods. Increased taxes—personal, real 
estate and Federal—add to costs and re- 
sult in increased rents and a further 
demand for increased wages. It is a 
vicious circle which has no ending once 
it starts. 

4. Consumer Wages: 

Skyrocketing wages in war industries 
resulting in increased costs and being 
ultimately reflected in increased prices 
and rents, are pinching those not en- 
gaged in, or benefiting from, the war 
production. Added to the increased 
prices is an increase in taxes which the 
non-war worker, or ordinary white col- 
lar worker, has no means of getting re- 
lief from. John Q. Public is being 
caught in the middle. War profits which 
affect the majority must be eliminated, 
and war sacrifices must be shared if 
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all are to survive with the least amount 
of privation. 


5. Increased Taxes: 


Taxes must be increased; of this there 
is no doubt, if a goodly part of war 
expenditures is to be defrayed out of 
current income, and inflation is to be 
controlled; but—with increased earn- 
ings accruing to only those engaged in 
war industries, a sales tax which affects 
all is not the answer, for it would in- 
crease the cost of living of many work- 
ers living on a constant level of wages 
or salary, already pinched because of 
higher prices and higher taxes. Equi- 
table means must be found. 


Five Groups 


Before suggesting a plan for Ameri- 
can Offense, let us recognize the fact that 
today all peoples in these United States, 
irrespective of race or creed, can be con- 
sidered as belonging to one of five 
groups, each of which wants this coun- 
try to be preserved and their way of life 
to be maintained. In other words, secu- 
rity of the things they have always con- 
sidered part of their American way of 
life and assurance, that with God’s help 
and utilization of our ability, they will 
be maintained. That sacrifices will be 
necessary is recognized by all. 

These five groups are: Industry, La- 
bor, Armed Forces, Capital, White Col- 
lar Workers (or those engaged in pro- 
fessional or so-called white collar jobs). 
It is well to remember, however, that 
each group has its own interpretation of 
the word security, or assurance. 


To Industry, security and gssurance 
mean they will not be faced with the 
unknown elements of taxation, an over- 
burdening of Government regulations, 
the disquieting influence of dissatisfied 
labor, and be free to manufacture goods 
at determinable cost at a profit, or 
without loss to their stockholders. 


To Labor, security and assurance 
mean it will be allowed to produce or 
process goods under conditions free 
from concern over increased rents, cost 
of living, and unjust labor practices, 
and have the assurance that any sacri- 
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fices made will be borne by all and not 
just a few. 

To Armed Forces, security and assur- 
ance mean they will be supplied at all 
times with necessary materials and 
equipment, and that their efforts will 
not be handicapped at any time through 
failure of those at home to do their best. 

To Capital, security and assurance 
mean that it be given the opportunity 
to employ capital in enterprises neces- 
sary to the preservation of our country, 
without fear of confiscation of capital 
through taxation or unprofitable opera- 
tions. Taxes on income or profits it 
will willingly bear. 

To White Collar Workers, security 
and assurance mean they will be free 
from anxiety over an increased cost of 
living and thus freed from the necessity 
of looking for other jobs to obtain more 
money with which to support their fam- 
ily in the face of increasing prices, and 
be able, with the knowledge that all are 
making sacrifices, to direct their whole- 
hearted effort to the job at hand. 


Steps to Be Taken 


To give this assurance and security 
to all groups for the duration, we should 
immediately take steps to 


1. Freeze all prices, manufacturing, 
wholesale and retail, granting subsidies, if 
necessary, to cover any increased cost of 
imports. 


2, Freeze all rents, on business or home 


property. 

3. Freeze all state income, real estate and 
personal property taxes. 

4. Freeze all state, municipal and Federal 
taxes on commodities, utility services, amuse- 
ments, luxuries, etc. 

5. Freeze all rates of pay, salaries and 


wages, other than increases due to bona fide 
promotions. 


6. Place all civilians in Government serv- 
ice or under military regulations and control. 

7. Suspend the 40-hour week in favor of a 
48-hour week, hourly pay to remain the 
same, with time and a half for overtime. 
Sundays and holidays to be considered part 
of the regular work week. 

8. Contract for necessary war material 
irrespective of cost, as long as within rea- 
son. Proper taxes, both corporate and per- 
sonal, will siphon off any excess. 

9. Set up personal income tax regulations 
so that excess purchasing power will be 
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“It’s time for us to make up 
our minds. Do we want victory 
or ignominy? Freedom or slav- 
ery? Our way of life or mere 
existence? If we want ignom- 
iny, slavery, or mere existence 
for ourselves, our children, and 
our children’s children, our pres- 
ent complacency and petty bick- 
erings will lead us there. If we 
want victory, freedom, and pres- 
ervation of our way of life, let 
us be willing to sacrifice now so 
that, with God’s help, the cause 
will be won.’’ 


siphoned off through a system of compulsory 
investments in Government securities and 
taxes. This to be set up so that those in the 
lower income bracket will proportionately 
invest more, and pay less tax. 


10. Eliminate the personal exemption 
clause in personal income tax, arranging such 
deductions on the basis of actual depend- 
ents, with fixed percentage credits for doctor 
bills and insurance, 

11. Make income from all securities, Fed- 
eral, state or municipal, subject to taxes, 
except where held by Educational, Reli- 
gious or Charitable organizations. 

12. Arrange corporate taxes so that net, 
after operating and management expenses, 
and charges for interest and depreciation, is 
equal to not more than 10 per cent on in- 
vested capital (available for dividends and 
additions to surplus and other reserves), such 
additions to surplus, reserves, and reserves 
for depreciation to be invested in Govern- 
ment bonds to be redeemed after the war. 

13. Forbid anyone changing civilian jobs 
unless with Government permission, except 
those who are out of a job through discon- 
tinuance of their occupation through war ra- 
tioning, priorities, or plant conversion. 

14. Institute ip all elementary and high 
schools a comprehensive physical training 
program for all boys, and Red Cross and 
home economics courses for all girls, such 


courses to be a part of the regular cur- 
riculum. 


Parts of this program have been rec- 
ommended by others, in times past— 
there is nothing new. 

We cannot, however, accomplish any 
of these things that will, for the dura- 
tion, give each group security and assur- 
ance unless we face facts, act immedi- 
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ately, and put them all into effect at the 
same time. Piecemeal won't work. 


Looking Back 


Let us recall the past. 

A year ago we thought the United 
States could remain aloof from involve- 
ment in Europe’s conflict. Today we 
are fighting for our very existence. 

Six months ago we were concerned 
with defense and butter and guns. To- 
day we are concerned with offense and 
guns. 

Five months ago we thought the Phil- 
ippines were safe and Hawaii was far 
from the scene of any aggression. To- 
day the Philippines are in Japanese 
hands and Hawaii is constantly await- 
ing further attacks. 

Four months ago we were told Hong 
Kong was defensible, Singapore impreg- 
nable, and the Netherlands Indies out 
of the Japanese sphere. Today Hong 
Kong is in enemy hands. Singapore, 
the eastern bastion of the British Em- 
pire, is ruled by Nipponese, and the 
Netherlands have been reduced to ashes. 

Three months ago we were told our 
coasts, protected by vast oceans, were 
bulwarks of defense, and that our fleet 
had broken the back of the Axis sub- 
marine raids on our shipping. Today 
over one hundred ships have been sunk 
in our own waters, and foreign sub- 
marines have come close enough to 
shell our west coast. 

Today—well, today what are we tell- 
ing ourselves? What are we saying 
to our neighbors and friends? What 
delusions are we harboring? What 
wishful thinking are we entertaining? 
Whatever they may be, let us make up 
our minds to one thing: America can 
lose this war. America can lose her 
way of life. America can be broken 
morally, economically, physically and 
spiritually. America can be reduced to 
a second or third-rate nation. It is 
not impossible, but only possible if 
we, all of us, in our smugness, continue 
our dreamy attitude and Jet it happen. 

No nation or combination of nations 
can lick us unless—we want to be 
licked. No nation or combination of 
nations can vanquish our arms unless—- 
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we want to be vanquished. No nation 
or combination of nations can subjugate 
us unless—we want to be subjugated. 

It’s time for us to make up our minds, 
Do we want victory or ignominy? Free. 
dom or slavery? Our way of life or 
mere existence? If we want ignominy, 
slavery, or mere existence for ourselves, 
our children, and our children’s chil- 
dren, our present complacency and petty 
bickerings will lead us there. If we 
want victory, freedom, and preservation 
of our way of life, let us be willing to 
sacrifice now so that, with God’s help, 
the cause will be won. 

It is well to remember we are not 
fighting those who are accustomed to 
our democratic way of action, but with 
cut-throats. We are not fighting with 
men whose actions are determined 
around a conference table and whose 
decisions are arrived at through a series 
of discussions of all the angles, but with 
those to whom have been given the sole 
power of decision. While we confer, 
our enemies act. Fire must be met with 
fire, and if all-out regulations are neces- 
sary for us to win, by all means let us 
go all-out now. 

Let us ask ourselves: Do we want to 
win this war and, as champions of 
Freedom and Democracy, be in a posi- 
tion because of our Unity, Economic 
Sufficiency and Might of Arms, to dic- 
tate the terms of world peace, or do we 
just want to win this war and, indifferent 
to the rights of humanity, be content 
with another Versailles? The pen of 
time is poised, waiting to inscribe on 
the pages of history, our answer. 

America must choose! 


© 


It has been suggested by the Idaho 
Bankers Association that banks in farm- 
ing communities can render a patriotic 
service by pointing out to their farmer 
friends that Uncle Sam needs iron and 


especially scrap iron. It is well known 
that farms are the largest source of scrap 
iron and that old discarded machinery 
and parts, wheels, shaft handles, etc., as 
well as worn out plows, harrows, etc., 
can be priceless in value just now for 
war purposes. 
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War’s Effects on 


Consumer Lending 


HORTLY before the start of the 

First World War, certain enterpris- 

ing individuals developed a new 
form of instalment financing, applying 
principles known to other lines of in- 
dustry such as furniture, sewing ma- 
chines, pianos, encyclopedias, etc., to 
the financing of automobiles. In 1913, 
I]. F. Weaver, a wagon dealer of San 
Francisco, worked out such a plan for 
the automobile dealers and manufac- 
turers, which helped the individual to 
“pay as he rode.” From 1914 to 1918 


the idea developed slowly, and during 
this World War period a number of 


concerns were started on a small scale 
which later developed into extremely 
large and important automobile sales 
finance companies. Bankers watched 
this development for a period of years, 
supplementing these companies’ fixed 
capital with short term credit and as- 
sisting many of the concerns to increase 
volume and profits—at the same time 
increasing bank income. 

During the period from 1914 to 1918 
bank funds were on demand for com- 
mercial loans, and banks generally over- 
looked the possibilities of such a field 
of lending, or were too conservative to 
try it, feeling that outside capital should 
take the initial risk in the “experiment.” 
Following the World War, many com- 
panies with excess plant facilities 
brought forth new products and, in 
order to create a market, arranged with 
various financing agencies the plan of 
instalment sales financing. Soon prac- 
tically every product manufactured 
could be financed on the instalment 
plan with a moderate down payment 
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and a rather long period, 12 to 36 
months and even longer, for repayment. 
Those companies which got in on the 
ground floor reaped the benefits, and 
very few failures were recorded. 


The Depression Period 


This type of financing continued, but 
from 1922 to 1929 most banks were so 
engrossed in other types of lending 
that they overlooked what was taking 
place. In October of 1929 the stock 
market crash took place. Collateral 
loans, following the market’s collapse, 
were in many cases unavailable, indus- 
try for a few years was at a standstill, 
and banks became concerned over the 
decrease in their income. Inventory 
loans, short term credits, permanent 
financing and secured loans were un- 
available because business had _ been 
greatly curtailed. Bankers began to 
look around for sources of new income 
and, to their surprise, they found, upon 


The accompanying article dis- 
cusses various problems of con- 
sumer finance in time of war. In 
spite of restrictions the author 
feels that there are still opportu- 
nities for consumer loans. The 
article is based on the author’s 
recent address at the Chicago 
credit clinic. 





examination of the records of sales 
finance companies, personal finance 
companies, industrial banks, credit 
unions, remedial loan societies and even 
employes’ loan companies, that many of 
the banks’ own customers were using 
the lending facilities of one or more of 
these agencies. Prior to the stock mar- 
ket crash, a few banks had begun to 
pioneer in personal lending and con- 
sumer financing and discovered, to 
some extent, their “acre of diamonds” 
in the form of loans which could be 
made to their own customers. Pub- 
licity surrounding successful personal 
loan operations awakened other bank- 
ers to the possibilities of a similar un- 
dertaking. 

In 1934 came modernization loans 
under Title I of the Federal Housing 
Administration, carrying with them Gov- 
ernment sanction and Government pro- 
tection against losses in the form of 
reserves. Many bankers had already 
started in this type of lending, but from 
then on the number of banks entering 
the instalment lending field was phe- 
nomenal. At the end of 1940, 11,548 
banks out of 13,415, or over 85 per 
cent, had some form of personal loan 
or retail instalment paper totaling $1.- 
468,000,000. Approximately $519,000.- 
000 was retail instalment paper bought 
from dealers, $256 million retail in- 
stalment paper bought direct. $275 
million FHA Title I and $416,971.000 
personal loans. This combined total 
was approximately 40 per cent above 
that for 1939. For a long time Rip 
Van Winkle, the banker, had been 
asleep—suddenly he was aroused and 
pitched in to go after all kinds of 
business. 

In the spring of 1941 we were sud- 
denly aroused at the St. Louis ABA 
Consumer Credit meeting by words of 
wisdom and warning from a number of 
prominent leaders in the instalment 
field. It was stated frankly that it was 
about time for the bankers to “stop, 
look and listen” and determine whither 
we were going, and how and what we 
might find when we got there. It was 
repeated time and again that instal- 
ment lending, personal lending and all 
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types of consumer credit were going 
at too rapid a pace, and that bankers 
must take the initiative in increasing 
down payments and shortening matu- 
rities. This we did, to the gratitude of 
the administration, the Federal Reserve 
authorities, and bankers generally 
throughout the country. We were pio- 
neers in the movement for a conserva- 
tive policy. 

At that time, naturally, war rumors 
were in the air. Our war budget had 
been 214 billion for 1941, and before 
the end of the year it reached $26 bil- 
lion. Now we are talking of $57 bil- 
lion for 1942 and $62 billion for 1943 
—the amount for the years after that 
we haven't figured out. We were told 
that consumer goods curtailment was 
coming and that it might be necessary 
to cut down 20 per cent the manufac- 
ture of automobiles. Raw material 
must be conserved, durable goods had 
preference, guns, ammunition and 
planes had to be manufactured. But 
we were not too serious minded then. 


Today 


Today, twelve months later, what a 
change has been brought about! Pas- 
senger automobile construction _ has 
been stopped, rubber tires are un- 
available, refrigerators, washing ma- 
chines, radios—almost any item one 
can name, is either under regulation or 
regulation for it is being considered. 
Day after day brings changes. One 
cannot definitely plan on the future, 
but we must not quit now, after having 
waited such a long time to take the 
plunge. We must not find the water 
too cold or the going too difficult. 

Bankers for years missed opportuni- 
ties in the consumer loan field and, 
finally, after a few years of trial, were 
generally satisfied with the results of 
this type of lending. It would be an 
unwise move, now that the business is 
regulated, volume slipping off, instal- 
ment sales paper unavailable, to decide 
that the future is too dangerous, profits 
and volume too uncertain, and to quit 
and get out of the business. I say this 
advisedly, because of definite knowledge 
I have that certain banks are doing this 
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yery thing. They have sold out all pa- 
per to sales finance companies. 

Remember that your competitors must 
operate under the same Regulation W 
that you do. If they can operate suc- 
cessfully, why can’t you? It may be 
that your friends in the instalment 
sales finance field and the personal loan 
field will give you competition, but that 
js no reason to start calling them names 
and finally calling it a day by selling 
your consumer loan business to them. 
’ Remember that in many instances 
they are making the best of the situa- 
tion and are going after what business 
there is just that much harder. You 
know and I know that they will all have 
hundreds of thousands of dollars to in- 
vest. What will they do with it? Your 
present commercial banking customers 
will receive many calls from their rep- 
resentatives soliciting loans on inven- 
tory. field warehouse receipts accounts 
receivable, losses on Government con- 
tracts and personal loans. 

In other words, you cannot afford 
to stay in the business, whether it be 
commercial banking, consumer lending, 
or instalment sales financing, and re- 
main idle, complaining about your 
competition. 


Analyze the Situation 


Analyze the situation in the instal- 
ment sales finance field for the past ten 
years, and what do you find? Sixty 
per cent of all sales of automobiles, new 
and used, were on a time basis; this 
business is declining rapidly. Fifty 
per cent of all household appliances, 
40 per cent of all furniture (100 years 
ago furniture was bought on the instal- 
ment plan and wars and depressions 
didn’t stop it forever), 27 per cent of 
all jewelry and 11 per cent of all de- 
partment store merchandise was pur- 
chased on the instalment plan. One 
out of every four families in America 
bought some article on the instalment 
plan during the year. In fact( 31.9 
per cent of the families with an income 
between $1.750 and $2,000 had instal- 
ment debts. Ninety per cent of the 
families in America had incomes of 
$3,000 or less, and their chief purchases 


THE BANKERS MAGAZINE for May, 


‘‘Bankers for years missed 
opportunities in the consumer 
loan field and finally, after a few 
years of trial, were generally 
satisfied with the results of this 
type of lending. It would be an 
unwise move, now that the busi- 
ness is regulated, volume slip- 
ping off, instalment sales paper 
unavailable, to decide that the 
future is too dangerous, profits 
and volume too uncertain, and to 
quit and get out of the business.”’ 


on the instalment plan were automo- 
biles and furniture for the home. Over 
the past ten years, 51 per cent of the 
volume of all retail instalment sales 
was derived from the sale of automo- 
biles and the remaining 49 per cent was 
divided as follows: Furniture, 15.5 
per cent; department stores, 12.5 per 
cent; household appliances, 10 per cent; 
jewelry, 2 per cent; and other items 
(miscellaneous), 9 per cent. From the 
above figures, the bankers of America 
must realize that many of their past 
loans are temporarily eliminated. That 
still is no reason to quit—to fold up 
and get out of the consumer credit busi- 
ness. Again, I say your competitors do 
not expect to do so. Regulation W ap- 
plies to them just as it does to you. 

With the Federal Reserve Board’s ad- 
justed Index, taking the period 1935 to 
1939 as average, or 100 per cent, we 
notice that industrial activity for Febru- 
ary, 1942, was 173; February, 1939, 
101; 1940, 116; 1941, 144. At the same 
time, production.of many types of con- 
sumer goods, such as refrigerators, ra- 
dios, laundry equipment, typewriters. 
etc., was limited. In the $4 billion pas- 
senger automobile industry, production 
had ceased. While the Rederal Reserve 
Index for factory pay rolls shows 173.2, 
some sections of the country are found 
with a temporary unemployment situa- 
tion because of conversion of industry 
to the war effort. 

The consumer buying index was 131.2, 
the highest for months; consumer in- 
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come was 150.3, and consumer spending 
dropped from a high in January of 
131.8 to 121.5. Consider these factors, 
along with the statement of the United 
States Department of Commerce, that the 
output of consumer durable goods can- 
not exceed one-third of the 1941 volume 
this year if maximum war production is 
to be accomplished. The February out- 
put of consumer durable goods is 47 per 
cent below that of 1941, and the de- 
cline which started in July of 1941 has 
not yet stopped. 

We are advised “every available man 
and machine must be employed either 
on direct defense requirements or at 
work essential to the civilian economy.” 
For the consumer, it is added, “this 
means cutting off the fat and hardening 
the muscles.” 

All types of lending agencies will be 
affected by curtailment with production 
and manufacture prohibited: in many 
lines, raw material unavailable. The 
American public, especially those in 
the habit of buying on the instalment 
loan or sales finance plan, will learn 
what it is to be out of debt. The United 
States Department of Commerce esti- 
mates that total short term and inter- 
mediate term credit outstandings as of 


December 31, 1941, were: 


(In millions) 
Retail instalment accounts............ $3,600 
Instalment cash loans.................00 2.000 
Retail open-book accounts............ 2,700 
General creditors (doctors), etc. 600 
Open-book accommodation loans.. 650 


$9.550,000,000 


The United States Department of Com- 
merce estimated a decline in consumer 
instalment loans held by _ industrial 
banking companies of $7,100,000 in 
January and, including credit unions, 
personal finance companies and indus- 


Direct Loans 
Motor Other 
Merchandise Title I 


—5.3 


Personal 
Loans 


—7.2 —33 


—1.5 


trial banks, a decline of $25,400,000 was 
forecast for January. During this same 
period, however, sales of independent 
retailers were 16 per cent higher than 
in January, 1941. Such gains as 18 
per cent for furniture stores, 28 per cent 
for jewelry stores, 37 per cent for de- 
partment stores, 38 per cent for hard- 
ware stores and 43 per cent for apparel 
stores were reported. Because of high 
wages, Regulation W and curtailment 
of production there will be a decline 
in some types of consumer debt. If 
control is to be effective, however, there 
will have to be some regulation of open 
accounts. 

The purchase of consumer goods by 
many people is a thing of the past until 
the war ends. Tie this in with increased 
wages and continuous employment and 
you will have a new crop of people out 
of debt. 

We recently received from the Con- 
sumer Credit Department of the Ameri- 
can Bankers Association the quarterly 
report on consumer credit outstandings 
for the fourth quarter of 1941. For all 
over the country it showed a decline as 
shown in Table I. 

In a few sections of the country, per- 
sonal loans increased, as did direct 
loans on other merchandise, but gen- 
erally speaking, most direct cash loans 
and paper purchased showed a decline. 

What of the future for cash loans? 
Remember that cash loans are used for 
certain definite purposes; to liquidate 
pressing bills, to consolidate debts, for 
sickness, education, travel, insurance, 
taxes, and repairs to properties. With 
increased income will also come in- 
creased living expenses and increased 
taxes. The average individual must 
have a place to go for his cash require- 
ments. If you do not take care of him, 
your competitor will. Personal finance 
companies do not expect to close up un- 
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til after the war. Neither should you 
decide to go out of the personal loan 
business. 


Tell the Public 


Does the public know you want to 
make loans? Do you tell them in an 
honest, dignified way, or do you have 
a small printed sign in the lobby of 
your bank where only the few who come 
in may see it? One out of every four 
people in my county deal with my bank, 
yet we spend money each month in ad- 
vertising to let others know we are in 
business to make loans. We do not hide 
our charges but frankly state our 6 per 
cent discount rate and explain it is 11.58 
per cent true or actuarial interest rate. 
We charge an investigation fee of $2.00 
per loan in addition, and tell the con- 
sumer about it. We are not ashamed 
of it and we do not think we are fool- 
ing the public. Our printed literature 
states all the facts, but I am sorry to 
say that all banks are not so frank, and 
I am afraid they are treading on dan- 
gerous ground. 

Remember, it is the middle class as 
well as those in the lower income brack- 
etc who will feel the pinch of war. 
Worry and sickness will increase, and 
families will continue to borrow for 
necessities. Now, more than at any 
other time, families with men in the 
service will need occasional help. If 
bankers of the country fail to stand by 
these applicants, the bankers will lose 
the opportunity after the war just as 
they failed to grasp it in the automo- 
bile field after the First World War. 

The white collar group and the wage 
earner with increased income and 
changes in their scale of living will need 
cash loans for taxes, medicinal care, 
home renovation, new furniture, and 
many other necessary items. If the ap- 
plicant is honest and reliable, with a 
steady income, and if his position or job 
appears to be sure, and a reasonable 
amount of money will help him out, 
then it is the duty of the banker to make 
the loan. Failing to do so because you 
do not know when the war will termi- 
nate, and feeling you might not get your 
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money because the borrower might lose 
his job, will certainly make you a 
marked banker. Your American citi- 
zen will come through and pay in the 
future—just as he has in the past— 
through all other crises. 


Studies made by advertising experts 
show that 73.2 per cent of all personal 
loan customers came into the depart- 
ments as a result of some form of paid 
advertising as follows: Newspapers 
bringing in the greatest number, 32.7 
per cent; bank windows and interiors, 
13.9 per cent; direct mail, 1.3 per cent; 
radio, 1.3 per cent; billboards, 7.7 per 
cent: billboards and radios combined, 
2.5 per cent; street cars, 1.3 per cent; 
and 12.5 per cent miscellaneous adver- 
tising. Other sources accounted for 
26.8 per cent, made up of 13.9 per cent 
recommendation of friends; 6.3 per cent 
employer influence; 6.3 per cent regu- 
lar bank customers; and .3 per cent mis- 
cellaneous. 


We questioned our customers to check 
the above figures and found that the 
newspapers brought in 35 per cent of 
our personal loan customers, billboards 
15 per cent, recommendation of friends 
30 per cent, bank window cards 10 per 
cent; and regular bank customers 10 
per cent. Certain friends of mine con- 
ducted a survey lasting eight months 
and learned that its personal loan busi- 
ness was divided among old and new 
customers as follows: New loans, 51 
per cent; reborrowing by old customers, 
16.2 per cent; renewals, 32.8 per cent. 
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People Will Continue to Borrow 


The personal and consumer loan de- 
partment must be considered a perma- 
nent part of the bank. The experience 
of many lending institutions reveals that 
people who borrow money usually go 
on borrowing. As a matter of phi- 
losophy, this may be wrong, and it may 
be a bad thing for the individual, but it 
is reality. It is safe to assume, there- 
fore, that once a customer is on a bank’s 
books, he stands a good chance of re- 
maining there, being to some extent at 
least a recurrent borrower. The records 
of many banks’ personal loan depart- 
ments indicate that considerably more 
than half their loans are made to former 
borrowers. If that is true, banks are 
justified in spending more money to 
make the initial loan than they would 
be if each loan had to be profitable in 
itself. 

Some bankers criticize the above 
ideas, maintaining it is unethical and 
undignified to solicit loans, especially 
personal loans. With that I cannot 
agree. If one has hats or caps to sell 
he advertises. Various corporations, in- 
cluding your competitor, advertise—so 
does the Government in its war program. 
Why must the banker remain so cold, 
dignified and aloof while his competi- 
tors get the business? I can’t see it. 
You must promote your business now as 
never before. You are not forced to 
make every loan that is offered you, but 
you certainly can let the public know 
you are still doing business at the same 
place and that you are not on the shelf 
for the duration. How can you build 
up your business or at least hold your 
own for the time being? 


1. Speeches. Have you ever made a 
few speeches at different organizations 
with the idea of promoting personal loan 
business? Clubs and various business 
organizations welcome speeches from 
bankers. 

2. Employes’ meetings. Are your own 
employes aware that you are in the 
business? Have you ever had a cam- 
paign in your institution? We did, and 
our volume increased 30 per cent in six 
months. 
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3. Other employes. Have you ever 
explained your personal loan plan to 
your leading industrial customers, giy. 
ing them literature to pass out? Or did 
you ever furnish them with advertise. 
ments to put into pay roll envelopes ex. 
plaining your loan plan? Work out 
some plan with the employer. Directors 
of your bank are surely anxious to build 
up your business and can assist you in 
obtaining a hearing with local execu- 
tives. 

4. Loans to your own employes. How 
many of your own employes are going 
elsewhere to make loans? It is better 
for them to let you know of their needs 
and to receive your help than for you 
to find it out to your sorrow later. 

5. Converting slow commercial loans, 
Get rid of your “sleepers” by putting 
them in the personal loan department 
on a definite reducing basis. You will 
be surprised with the results. 


6. Contacting schools and colleges. 
Many young men will be unable to en- 
joy vacations and will continue through 
school during the summer. They will 
be unable to earn sufficient money to 
pay all or part of their education, and 
fathers and mothers will be glad to bor- 
row on a budget basis from some bank- 
ing institution for the purpose. Schools 
and universities can assist in this de- 
velopment. 

7. Physicians, dentists, hospitals can 
be developed as good sources of bor- 
rower leads. 

8. Personality in your clerks. Too 
many clerks act as if they were doing 
the customer a favor by talking with 
him. They must realize that the bor- 
rower is their bread and butter, and a 
smile, a bit of enthusiasm, would go 
a long way toward cementing a friendly 
feeling for your bank. If your clerks 
can't overcome that “sourpuss” face, 
get them out of the department. Why 
spend money to bring in friends and 
customers and then pay “sour” clerks 
to drive them away? That isn’t good 
business. That goes for some officers 
too. 


9. Insurance premium loans. Three 


Fire, U and O, wind- 


to five years. 
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storm, burglary, plate glass liability, 
marine, and many other kinds of in- 
surance can be financed. Contacts with 
agents will develop considerable of 
this business. 

10. Income tax loans. Some people 
feel it is unethical, uneconomic and poor 
banking practice to advocate such loans. 
Put yourself in the place of some bor- 
rower. You have had sickness or ex- 
traordinary expenses, but your cash 
funds are low. Your income was good 
last year, but March 15 left you some- 
what “flat.” Your banker stepped into 
ihe breach and loaned you money to 
pay your first-quarter’s taxes. You 
might have passed up the rent, the gro- 
cery man, the department store or the 
milkman, but common sense said not to 
pass up Uncle Sam, In my opinion, eco- 
nomically, the banker did you no harm 
by making this loan. 


11. Homes to renovate. Homes will 
continue to deteriorate. Roofs and sid- 
ings must be repaired. There is encour- 
agement from Washington to remodel 
and repair rather than to build new 
homes. Here is an opportunity to lend. 


I might mention many other types of 
possible loans, such as for the purpose 


of travel. Business executives and Gov- 
ernment leaders go on fishing trips and 
vacations—why not you or your custom- 
ers? Loans on heavy machinery, ac- 
counts receivable, field warehouse re- 
ceipts, inventory loans, cash surrender 
value of life insurance, marketable col- 
lateral, on Government contracts, under 
uniform trust receipts act for inventory 
purposes, and many other types can be 
made. They, along with consumer loans, 
can fit into the general picture of bank- 
ing. It requires initiative and action to 
keep abreast of the times. but it will 
pay us in the long run to keep alert to 
new developments. 

This is a fight to the finish and it 
requires an all-out plan on the part of 
every banker in America. Too many 
are too complacent and have not appre- 
ciated the changed conditions requiring 
changed ideas of lending. Things are 
not the same and won’t be for some time 
to come. Remember, we have been in 
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the money-lending business a long time, 
are still in it, and hope to stay in it for 
a long time. Business as usual at the 
same old stand will be welcome when 
the war is over. This country has gone 
through other wars without putting 
bankers out of the business of making 
loans. The bankers in the past didn’t 
“fold their tents like the Arabs and 
silently steal away.” They stood their 
ground, did the best they could, cleaned 
house to the best of their abilities, and 
were ready for the period to follow the 
war. When such a time comes, and the 
history of financing the American pub- 
lic during this emergency has been writ- 
ten, you will find the record one of 
which we can be proud. We stuck to 
our game, loaned money to business- 
men, corporations and companies for de- 
fense purposes because they were en- 
titled to credit, but we also continued 
to lend to deserving consumer borrow- 
ers because they had the fundamentals 
of sound credit—character, capacity, 
capital, collateral, and conditions in this 
country justified our confidence in them. 


After the War 


After the war—I do not know—but I 
do know some of the things that were 
developed during the last war and what 
took place after it. Stop and think of: 

1. Truck transportation and its limi- 
tations before the First World War. 

2. How few paved highways there 
were. 
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3. The automobile was not financed 
by the “Big Four” and many other com- 
panies. You paid cash or put up col- 
lateral to borrow the funds. 

4. Radio was in a stage of develop. 
ment. 

5. Tanks, dirigibles, gas and electric 
refrigerators were almost unheard of. 

6. Factories were enlarged for the 
war program. 

Then came the Armistice. There was 
a temporary lull, then expansion in the 
automobile field, in radio, instalment 
financing. highways, service stations, re- 
pair shops, rubber companies, steel com- 
panies, and thousands of others. 

After this war, will it be different? 
I do not know. Ten years ago we had 
about 10,000 people engaged in aircraft 
production. Today we have from 400, 
000 to 500,000. Our President has 
asked for 60,000 planes in 1942, 125. 
000 in 1943. Visualize the financing of 
aviation in the future. 

There will be new products devel- 
oped, plastics, portable landing fields, 
training planes, television, new refriger- 
ators, etc. Automobiles will be im- 
proved upon, tires produced again, plant 
capacity increased with lowered costs. 
Is there no future for business? I think 
there is. World rebuilding will take 
place with United States in the lead. 
You and I want to be present when it is 
all over. Have faith, do your part, and 
fear not. 
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THE voluntary sale of war bonds to date 
is inadequate to check inflation, accord- 
ing to an analysis of savings and infla- 
tion released by the Division of Indus- 
trial Economics of The Conference 
Board. On the basis of sales for the 
first quarter of this year, the total war 
bonds purchased in 1942 would amount 
to about $9 billion. If the savings pro- 
gram is to be effective in closing the 
widening gap between goods available 
for civilian consumption and funds in 
the hands of consumers, the total for 
1942 must rise to $15-20 billion. This 
would bring the total savings of all in 
dividuals in 1942 to about $25 billion. 
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ANKERS and the various supervis- 

ing agencies are now faced with 

great responsibilities — responsi- 
bilities of two natures. One, the respon- 
sibility of supporting our government 
in the conduct of the war; the other, the 
responsibility of operating and super- 
vising our banks so that they will be 
strong in the midst of a war economy 
and strong in the period of readjustment 
which will follow. 

There appear to be two major ways 
in which the banks can and should sup- 
port the war effort. First, by giving 
our government every assistance possi- 
ble in financing the successful prosecu- 
tion of the war. Second, by rendering 
help to our government in its program 
of stimulating production of war materi- 
als and food for victory. 

It is, of course, the responsibility of 
every bank to aid in the financing pro- 


~ 


gram by not only purchasing U. S. 
Government Bonds for its own portfolio 
but by facilitating the sale of Defense 
Bonds and Stamps and other Govern- 
ment evidences of indebtedness to the 
general public. And, furthermore, it is 
my opinion that it is a responsibility of 
every banker to discourage all but the 
most essential spending and to encour- 
age saving and thrift on the part of 
individuals, corporations, and—yes, all 
units of government, so that more funds 
will be available for the purchase of 
Defense Bonds and Stamps. In addi- 
tion, this will serve as a curb on 
inflation. 

As for the part you can play in the 
program of stimulating the production 
of war materials and food for victory, 
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Supervision 


By Robert K. Henry 


Member, Banking Commission of Wisconsin 


there may be small plants in your locali- 
ties which can be converted to the pro- 
duction of any of the great number of 
war supplies but which need guidance 
and help in obtaining orders and addi- 
tional aid, financial and otherwise, in 
getting geared to production. Extraor- 
dinary plant expansion and operations 
may make it necessary to solicit the aid 
of Federal financing agencies, and here 
the banker can be very helpful in mak- 
ing contacts and assisting with the ap- 
plications for credit. The banker can 
do a great deal to increase food produc- 
tion by judicious extension of credit to 
farmers and intelligent counseling with 
them in regard to plans for stepping up 
their production. These are only a 
few of the ways in which bankers can 
and should support the conduct of the 
war. 

~J have mentioned briefly that you 
bankers have a definite responsibility to 
support the Government in this time of 


stress, but what about your responsi- 
° 


. 


Some of the problems which 
the war. has imposed on banking 
and on bank supervision are dis- 
cussed in the accompanying arti- 
cle by a member of the Banking 
Commission of Wisconsin. It is 
based on an address before last 
month’s Wisconsin Bankers Con- 
ference. 





































bility in connection with the actual op- 
eration of the banks? There you have 
an obligation to conduct operations on 
such a sound basis that the bank will 
survive not only the war period we have 
now entered but will be able to meet 
the test of the post-war period as well. 
Today, as never before, you as bankers 
and we as supervisors are confronted 
with both problems and responsibilities 
which must be met courageously and 
intelligently. 

An “entirely new problem has devel- 
oped during the past year. This is one 
with which you all are familiar, but let 
us look at it for a moment. Some of 
you have engaged extensively in financ- 
ing purchases of consumers’ durable 
goods, primarily automobiles, and sec- 
ondly such goods as electric refriger- 
ators, radios, washing machines, stoves, 
and the like. You all know what has 
happened to that type of business. 
Stoppage of the manufacture of auto- 
mobiles and conversion of the plants 
to the production of war goods has dried 
up the well of financing new car pur- 
chases. It is true that there are still 
some purchases of used cars to be 
financed, but many of you have been 
reluctant to handle such paper and find 
no more merit in it now than before. 

Conversion of plants producing other 
types of consumers’ durable goods to 
the production of badly needed muni- 
tions and other war supplies, and the 
restraints of Regulation “W,” have fur- 
ther curtailed the volume of sales finance 
paper from which to choose conserva- 
tive investments. The factors resulting 
in the decrease in prime sales finance 
paper have also affected the business of 
the various dealers, so that many of 
them have already had to turn to other 
types of enterprise in an attempt to 
make a profit or to just break even. 
Priorities, rationing and price ceilings 
—these and many other problems have 
risen to plague the businessmen who are 
your customers. Their problems become 
yours when applications are made to 
the bank for loans to enable them to 
carry over frozen inventories or to meet 
deficits in operations. It is then that 
you bankers must use all the experi- 


ence and knowledge at your command 
in determining where you can safely ex. 
tend credit and where, for the proiee. 
tion of the bank, the potential borrower 
must be placed in contact with other 
lending agencies which, through Govern. 
ment sponsorship or otherwise, are jn 
position to extend the desired credit. 

You bankers will be called upon to 
think for the loan applicants as well as 
for yourselves, and you must not only 
analyze present conditions but you must 
attempt to anticipate future develop. 
ments as well, so that credit will not be 
extended inadvisably. It will be here 
that, through your personal contacts and 
established loan policies, you bankers 
will be able to exercise a great influence 
in discouraging unnecessary or unwise 
expenditures such as for unsound plant 
expansion or for purchase of farm land 
and livestock at inflated values. Al- 
though you have an obligation to ex- 
tend credit needed to expand production 
of food and war materials where you 
can do so without jeopardizing the bank, 
at the same time you have a responsi- 
bility to take advantage of every oppor- 
tunity that is presented to you to help 
prevent inflation of real estate and other 
values. You will serve our country well 
if each of you exerts every effort to 
make sound reason your guiding princi- 
ple of business so as to prevent undue 
confusion and trouble within your own 
community. 


The Ratio Problem 


With the financing of this tremendous 
war effort, you bankers must face the 
problem of a continued upward trend 
in deposits resulting from increased bor- 
rowing and spending by the Govern- 
ment. Increased deposits have created 
a capital ratio problem for many state 
banks in Wisconsin. Further increases 
will aggravate the problem where it now 
exists and create the problem in other 
cases. Many state banks are now, or 
will later be, in a position where it will 
be necessary to increase capital or sur- 
plus to maintain the equilibrium be- 
tween capital and deposits required by 
our present state law. 
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This is a problem to which I have 
given careful consideration, recognizing 
some justification for seeking amend- 
ment of the existing statute. Recently 
a number of bankers faced with this 
ratio problem met in the office of the 
Wisconsin Bankers Association, which 
meeting I was invited to attend. At 
that meeting I presented a plan which, 
to me, appears worthy of further study. 
Briefly, the plan provides for recognition 
of excess cash reserves and investments 
in U. S. Government direct and guaran- 
teed bonds. This plan contemplates that 
the excess of average cash and Govern- 
ment bonds over 20 per cent of average 
deposits be allowed as a deduction from 
the total of average deposits before ap- 
plying the present statutory ratio re- 
quirement of fifteen times capital- plus 
ten times surplus, so that the Banking 
Commission will not be required to or- 
der capital increase when the average 
of deposits after such allowance meets 
the present legal requirement. I have 
offered this suggestion as a basis for con- 
sideration, but I shall be glad to support 
any sound plan which can be agreed 
upon. 

I realize that there is something to be 
said for and against this plan. How- 
ever, I think that you will agree that it 
would in no way jeopardize the best in- 
terests of the depositors in state banks 
in Wisconsin, the protection of which is 
one of my principal duties as Commis- 
sioner of Banking. I feel, however, that 
I would be remiss if I failed to call your 
attention to the possible inflationary ef- 
fect of any liberalization of our present 
ratio requirements which is an extremely 
important factor to be considered. 


The Profit Problem 


Another problem appears to be pres- 
ent in regard to the upward trend of 


deposits. It will be necessary, either 
voluntarily or involuntarily, to invest 
more and more of the excess cash in 
your banks in Government securities. 
And certainly the Government will exert 
every effort within its power to keep 
interest rates at low levels. Increased 
deposits, excess cash reserves, low return 
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‘‘We must continually think 
beyond the present into the fu- 
ture so that when peace brings 
new problems we will be ready 
to meet them. Banks today must 
be operated conservatively and 
with a great deal of vision and 
foresight, making adjustments 
for changing conditions but al- 
ways with the aim of perpetuat- 
ing a strong dual system of 
banking. If this is done, the 
public will have no reason to 
support attempts on the part of 
the rabble-rousing politicians to 
socialize the banking structure 
of this nation. On the other 
hand, if we fail in this regard we 
have no right to expect the pub- 
lic to again supinely endure its 
experiences of 1933. We cannot 
lose our good judgment during 
the war without losing our banks 
after the war.’’ 


on investments—the answer to that is— 
iow earnings from operations. 

During the last few years many banks 
have operated with meager profits and 
have.been able to meet their losses with 
such profits. But the uncertainties with 
which we are now faced will no doubt 
develop losses which cannot now be an- 
ticipated. Salaries have been cut to the 
bone and expenses of operation pared. 
But still too many banks are paying too 
much for their stock in trade, and while 
they may be making ends meet now, they 
cannot continue to pay such a price for 
time deposits and still provide the re- 
serves needed to take care of the future. 
There is an answer to this problem 
which many banks have not accepted 
as the answer, and that is: reduction of 
the rate of interest paid. You may ask, 
Why does not the Banking Commission 
order the rate on time deposits lowered? 
I will say frankly that as a member of 
the Banking Commission I will not pro- 
pose nor will I vote for the issuance of 
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‘‘There are some banks that 
still own ‘other real estate’ 
which they have held too long. 
Unquestionably now is the time 
to sell ‘other real estate.’ ... 
‘Other real estate’ must go out 
of banks because the future 
holds too many other problems 
to allow us to stand by and see 
this one carried into the post- 
war period ahead.’’ 


an order to further reduce interest rates. 
In the last analysis, this is a problem 
to be solved by banks, individually or 
by groups. It must be remembered that 
any such order issued by the Banking 
Commission would apply to all banks in 
Wisconsin, whereas there may be a few 
banks in our state which because of pe- 
culiar local circumstances might find it 
possible to defend the payment of the 
present rate of interest. Nevertheless, | 


hold to the belief that even these few 
banks should be willing to codperate 


with all the others and reduce their rate 
of interest for the common good of 
banking in the state. 

I can see still greater problems ahead 
of us for which we must now make ade- 
quate preparation. I refer to those with 
which we will be faced in the post-war 
period. While the United States can 
conceivably lose this war, I am confident 
that we have what it takes to win. And 
when peace comes, with it will come 
an enormous national debt, staggering 
taxes, new business and _ production 
methods, as well as many new industries. 
Great readjustments of every nature will 
need to be made. Now is the time to 
make proper preparation for this tran- 
sition. You must maintain the quality 
of the bank investments on a high level, 
and you must also conserve your profits 
so as to provide bulwarks against the 
uncertainties of the future. 

You, as executives cf banks, and we 
as supervisors, must work together in 
building that firm foundation upon 
which the banking structure of the post- 


war period must rest. We must contin. 
ually think beyond the present into the 
future so that when peace brings new 
problems we will be ready to meet them. 
Banks today must be operated conserva- 
tively and with a great deal of vision and 
foresight, making adjustments for chang. 
ing conditions but always with the aim 
of perpetuating a strong dual system 
of banking. If that is done, the public 
will have no reason to support attempts 
on the part of the rabble-rousing poli- 
ticians to socialize the banking structure 
of this nation. On the other hand, if we 
fail in this regard we have no right to 
expect the public to again supinely en- 
dure its experience of 1933. We cannot 
lose our good judgment during the war 
without losing our banks after the war. 


*‘Other Real Estate’’ 


I have said that banks today gener- 
ally can operate on meager profits since 
losses are at a minimum. Based upon 
the knowledge gained from the reports 
of examinations on file in my office, I 
can unconditionally declare that, by and 
large, the state banks in Wisconsin are 
today in the soundest asset position in 
their history. In spite of this, there 
are some banks that still own “other 
real estate” which they have held too 
long. Unquestionably, now is the time 
to sell “other real estate.” If it is not 
sold there can be but two reasons why 
it is not. Either the price demanded is 
too high or sufficient efforts to sell are 
not made. I now warn you that, if you 
do not dispose of the other real estate, 
you can expect no sympathy from the 
Banking Commission. If it has been held 
six years or longer extension permits 
will not be granted unless provision is 
made for annual charge-off of at least 
20 per cent of the book value. “Other 
real estate” must go out of banks be- 
cause the future holds too many other 
problems to allow us to stand by and 
see this one carried over into the post- 
war period ahead. I do not mean to 
say that there has been no elimination 
of “other real estate.” Our analysis 
shows that in the year 1941 “other real 
estate” owned by state banks in Wiscon- 
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sin, exclusive of “other real estate sold 
on land contract.” decreased more than 
one million dollars. But that is not 


enough reduction. It should all be sold. 


Problems of Supervision 


I have mentioned a few problems with 
which bankers are faced. As for the 
State Banking Department, it too has its 
problems. During the past year we have 
lost four examiners. One retired and 
three resigned to take more lucrative 
employment. Another may soon be 
called into military service and possibly 
others will be called in coming months. 
Great difficulty has been encountered in 
obtaining the services of qualified indi- 
viduals to replace those who have left 
because the civil service lists are seri- 
ously depleted. We have been handi- 
capped in following our policy of giving 
new men extensive preliminary training. 
Inability to obtain tires will no doubt 
soon create difficulties in arranging ex- 
aminations because our examiners will 
have to rely upon bus and train service 
and there are some points which can be 
reached in such manner only after great 
loss of examiner’s time. These factors 
will tend toward increased costs of ex- 
aminations, and are therefore of as much 
concern to me as they are to you. But, 
in spite of the problems and handicaps 
with which the Department is faced, you 
may rest assured that we are continu- 
ally attempting to improve our super- 
vision so that the Banking Commission 
and the entire Banking Department can 
be of added service to you and at the 
same time do our part in building for 
the future. 


From the experience of serving as a 
member of the Banking Commission for 
the last year and a half, I have learned 
that there is a very definite need for 
certain changes in the banking laws of 
Wisconsin to meet both present and 
future conditions. At the next session 
of the legislature I expect to propose 
certain changes which I believe will pro- 
mote better banking from both the oper- 
ation and supervision standpoint. In 
the meantime, I hope to have your co- 
operation in working out such proposals. 
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‘‘Inability to obtain tires will 
no doubt soon create difficulties 
in arranging examinations be- 
cause cur examiners will have to 
rely upon bus and train service, 
and there are some points which 
can be reached in such manner 
only after great loss of exami- 
ners’ time. These factors wili 
tend toward increased costs of 
examinations.’’ 


I also hope to have your codperation in 
obtaining the passage of such legisla- 
tion as between us we determine is es- 
sential for the maintenance of a strong 
banking structure in this state. Remem- 
ber that all times the door to the office 
of your Commissioner of Banking is 
open to receive suggestions for better 
supervision as well as for better bank 
operation. 


BANK ACCOUNTING AND 
AUDIT CONTROL 


y 
JAMES E. POTTS 


Auditor, First National Bank, Boston 


This book is a study of accounting 
and audit control as applied to bank- 
ing. It starts with a typical state- 
ment of a large bank. This is broken 
down into a mgre detailed list of ac- 
each account is then 
traced back to the transactions which 
gave rise to it. In doing so the ac- 
counting procedure involved is studied 
and also the audit control factors 
which may be applicable in each case. 
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New Opportunities for FHA 


Mortgage Financing 


URING the last four months of 
1941, applications for FHA mort- 
gage insurance on existing homes 

exceeded the number received during 
the same months of 1940, ‘whereas 
earlier in the year such applications had 
been fewer in number than in 1940. At 
the same time, the ratio of existing 
home mortgage applications to total 
mortgage applications filed under Sec- 
tion 203 of the National Housing Act 
increased from 23 per cent in August to 
32 per cent in December, when the 
number of applications on existing 
homes totaled 4,396 and amounted to 
$19,386,730. For the year as a whole, 
67,002 such applications were received 
in the amount of $291,564,753. 

This trend, although not of startling 
proportions in itself, may presage more 
extensive increases in insured, existing 
home mortgage financing during this 
and subsequent years, since the uphea- 
val caused by the war has apparently 
accelerated the turnover of existing 
dwellings. 


A rapid turnover of residen- 
tial properties resulting from 
the war effort should give mort- 
gagees the opportunity to in- 
crease the volume of their ex- 
isting home mortgage business 
under the FHA program. A dis- 
cussion of this opportunity is 
given in this article, which is 
reprinted from ‘‘Insured Mort- 
gage Portfolio.’’ 


Many aspects of the current situation 
point toward increases in the volume 
of the insured refinancing business, 
The change-over to war production of 
vital industries has forced many thou- 
sands of wage earners to undertake new 
types of work or to find other employ- 
ment, and is resulting in a considerable 
increase in the migration of families 
from one locality to another. Obviously 
such an increase in migration acceler- 
ates the turnover of properties, both in 
the number offered for sale and in the 
demands for purchase. 

Furthermore, increased earnings will 
give large segments of the population 
the opportunity to acquire the equities 
necessary for home purchase. Since a 
large proportion of current new con- 
struction activity is directed toward the 
provision of rental quarters, in line with 
the emergency and temporary character 
of the need, an increasing share of the 
families desiring home ownership will 
be channeled into the existing home 
field. These families will have the 
added incentive of avoiding the threat 
of rent inflation by making a purchase 
at this time. 

Likewise in nondefense areas, the ex- 
isting dwelling may be expected to play 
an increasingly important role. The 
decline in residential construction in 
these areas will have the effect of mak- 
ing the existing structure the most im- 
portant outlet for the demand for pur- 
chase. Even though no increase in pop- 
ulation takes place in such areas, this 
demand should result in active trading 
for sound residential real estate. 

All these factors point to the pros- 
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pect of extensive business under the 
refinancing phase of the FHA program. 

Although the National Housing Act 
sets definite limits on the proportion of 
the total mortgage insurance business 
which can be devoted to existing home 
mortgage financing, these limits are gen- 
erous enough to carry even an expanded 
business for several years to come. The 
Act. as amended, states that: “The ag- 
gregate amount of principal obligations 
of all mortgages that cover property the 
construction of which was completed 
more than one year prior to the date of 
the application for insurance, and that 
are insured under this title after June 3, 
1939, and outstanding at any one time 
shall not exceed 35 per centum of the 
total amount of the principal obliga- 
tions of mortgages with respect to which 
insurance may be granted under this 
title after such date.” 

It is clear that the 35 per cent limita- 
tion refers only to outstanding existing 
home mortgages. Hence, repayments 
are constantly renewing opportunities 
for additional financing. It is also clear 
that the 35 per cent does not refer to 
35 per cent of the current volume of 
business. 


Ample Margin for Operations 


Mortgagees may have confidence that 
this limitation will not retard their in- 
sured mortgage refinancing business be- 
fore July 1, 1944, at which time the 
Congress provided that all further ex- 
isting home mortgage insurance should 
cease. 

Such refinancing business is, of 
course, not made up solely of “re- 
financed” mortgages, that is. mortgages 
written to replace other mortgages with- 
out a change of mortgagor. According 
to a recent analysis by the FHA’s Divi- 
sion of Research and Statistics, 61.7 
per cent of the insured mortgages on 
existing homes were made in, connection 
with a change of ownership of the prop- 
erty, while 1.9 per cent were insured 
mortgages secured by dwellings which 
had previously been unencumbered. 

The remainder involved refinancing of 
one type or another resulting in most 
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cases either from dissatisfaction on the 
part of the mortgagor with his mortga- 
gee or with the terms of his mortgage 
or an effort on the part of the lending 
institution to revise the mortgage terms 
to fit the changed circumstances of the 
mortgagor. In this category, 26.0 per 
cent of the total involve the same lend- 
ing institution in the new as in the old 
mortgage, and 10.4 per cent involve a 
different mortgagee. In cases involving 
a different mortgagee, the National 
Housing Act provides that the mortga- 
gor must offer the holders of his origi- 
nal mortgage an opportunity to under- 
take the refinancing on as favorable 
terms as those provided by the new in- 
sured mortgage. 

The experience of the Federal Hous- 
ing Administration indicates that the 
insured existing home mortgage offers 
a sound investment for the lending in- 
stitution and at the same time provides 
an attractive means of financing for 
the home purchaser. Although the Na- 
tional Housing Act imposes certain limi- 
tations on the existing home mortgage 
as compared with the new home mort- 
gage in the matters of the ratio of loan 
to value and length of loan term, such 
limitations are consistent with the na- 
ture of the mortgage security and pro- 
vide an additional margin of safety for 
the mortgagee. 

Even with these limitations, however. 
the insured existing home mortgage has 
been instrumental during the seven 
vears of FHA’s existence in liberalizing 
the terms offered for loans on this type 
of security. The insured mortgage pro- 
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‘‘Increased earnings will give 
large segments of the population 
the opportunity to acquire the 
equities necessary for home pur- 
chase. Since a large proportion 
of current new construction ac- 
tivity is directed toward the pro- 
vision of rental quarters, in line 
with the emergency and tempo- 
rary character of the need, an 
increasing share of the families 
desiring home ownership will be 
channeled into the existing home 
field.’’ 


gram offers not only low interest rates 
and loans to a high percentage of values 
and for long terms of repayment, but 
in addition provides for monthly amor- 
tization of principal without which home 
purchase by low-income war workers 
would not now be possible. 


Analysis Shows Type of Security 


In undertaking the financing of exist- 


ing home purchases, mortgagees are, of 
course, concerned with the type of secu- 
rity these notes offer above and beyond 
the security offered by the mortgage 


insurance. Additional information has 
been made available on this subject in 
a detailed study of 6,000 insured mort- 
gages made by FHA’s Division of Re- 
search and Statistics. Although the 
mortgages covered by this study were in- 
sured during the last four months of 
1939, the study is nonetheless useful and 
valid since the average characteristics of 
existing home mortgages (as well as 
new home mortgages) have remained 
relatively constant from year to year ex- 
cept when amendments to the National 
Housing Act changed the limits under 
which lending institutions operate. 

This study shows that a large majority 
of the existing houses financed by means 
of insured mortgages were at least 10 
years old at the time the loan was made. 
Only 14.9 per cent of the total number 
were under five years of age at the time 
of insurance, 13.0 per cent were from 
five to 10 years, 37.2 per cent from 10 


to 15 years, and 34.9 per cent over 15 
years. 

The age of the buildings considerably 
affects FHA valuations, of course. Thus 
the valuations of the main buildings 
connected with properties under five 
years old amounted to an average of 88 
per cent of replacement costs; of the 
properties aged five to 10 years, the 
valuation was 79 per cent of replacement 
costs; for 10 to 15-year-old properties 
it was 73 per cent of replacement costs, 
and for the properties over 15 years old 
it was only 52 per cent. 

Compensating somewhat for _ this 
downward trend in valuation of the 
main building was the fact that land 
valuations tended to be higher in the 
older properties. 


The Range of Economic Life 


A factor closely related to the age of 
dwellings, but perhaps even more im- 
portant as an index of security, is the 
remaining economic life of dwellings. 
As should be expected, the study showed 
that the existing dwellings had general 
shorter economic life expectancy than 
the new dwellings, but in general their 
expectancy was considerably greater 
than the 20-year maximum mortgage 
limit, despite the rather advanced aver- 
age age of many of them. 

Only 0.5 per cent had a life expect- 
ancy of less than 20 years, and only 
5.4 per cent of 20 to 25 years. Of the 
remainder, 14.7 per cent had 25 to 30 
years to go; 57.5 per cent had 30 to 40 
years: and, finally, 21.9 per cent had 
over 40 years of useful life ahead, which 
is as much as many new dwellings can 
boast. 

These figures indicate that from the 
point of view of the structure alone, ex- 
isting dwellings form adequate mort- 
gage security. Of equal importance, 
however, is the answer to the question: 
What type of purchasers do these older 
dwellings attract? 

The study shows that 66.7 per cent 
of the existing home purchasers were 
drawn from the so-called white collar 
workers. This categery includes the 
professionals and semiprofessionals, the 
business managers, clerks, and salesmen. 
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With regard to the skilled and semi- 
skilled workers, these made up 24.0 per 
cent of the existing home purchasers, 
while the unskilled workers made up 9.3 
per cent of the total. This unskilled 
group contains some occupations which 
are rated as excellent mortgage risks, 
particularly the civil servants, such as 
policemen. 

As is well known by those participat- 
ing in the FHA program, the scientific 
underwriting system of the FHA pro- 
vides for a numerical grading of bor- 
rower risk. Such a grading applied to 
the 6,000-case sample under discussion 
shows that the white collar workers pur- 
chasing existing homes average out as 
better risks than those purchasing new 
ones, with a grade of 70.2 as compared 
with 66.2. A similar difference was re- 
ported for each of the other groups, so 
that the over-all average risk rating of 
the existing home purchasers was 69.6— 
compared with a 65.7 average for the 
new home purchasers. Thus, the con- 
clusion may be drawn that the borrowers 
on the security of insured refinancing 
mortgages are better risks on the aver- 
age than new mortgage borrowers. 


The Property Location 


The third element of home mortgage 
risk is the location of the property in its 
community. Although it is generally 
assumed that older properties are lo- 
cated more centrally than new proper- 
ties, this fact is not reflected in measur- 
ably higher risk rating for the location 
of the existing as compared with the 
new dwellings. Furthermore, there is 
no discernible trend in the rating cf 
location of existing properties by age 
groups. 

In summation, although the existing 
house, from the point of view of struc- 
ture alone, cannot compare with the 
new house, this is compensated for by 
lower valuations on the one hand, and 
by the somewhat higher quality of the 
purchasers attracted to such quarters 
on the other hand. And finally, the av- 
erage location of these existing houses 
compares favorably with the average 
locations of new quarters from the point 
of view of mortgage risk. 
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The Practical Operation 
of a 


Small Bank’s Credit 


Function 


By 
JOHN WETZEL 
Comptroller, 


The Bayside National 
Bank, Bayside, N. Y. 


ERE at last is a book on bank 

credit procedure for the use of 
smaller banks. In writing it the 
author had in mind the small 
interior bank with total assets of 
from one to ten millions, employ- 
ing in its credit department a 
maximum personnel of an execu- 
tive officer and one or two clerks. 


It is intended to be a manual of 
operations—a manual that will 
meet the restrictions of a small 
bank’s credit facilities and yet be 
consistent in its recommended 
procedure with good credit man- 
agement practices and able to 
stand the test of bad times with a 
minimum of loss. 


Send for a copy on 5 days’ 
approval and judge for yourself its 
every-day usefulness in your bank. 


Price $1.75 delivered 


‘ 
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BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Practical Operation of a Small 
Bank's Credit Function” by John Wet- 
zel. At the end of 5 days I will either 
remit $1.75 or return the book. 
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The Activity Charge for 


Savings Accounts 


AVINGS or thrift banking has always 

meant the providing of a service 

whereby a depositor could “accumu- 
late funds as a reserve for a certain ob- 
jective”’—be it a home, a car, the new 
baby to come to the home, sickness, or 
old age. Through the years the objec- 
tive has been steadily pushed farther 
and farther into the background by the 
changing habits of depositors and by 
the laxity on the part of bankers in let- 
ting their depositors’ thrift habits de- 
teriorate. As a result, bankers are hold- 
ing on their books today thousands of 
“put and take” accounts, or “safe de- 
posit box” accounts, wherein the de- 
positor puts his pay check and, every 
day, or every other day until the next 
pay day, his wife comes to the bank to 
draw funds. In transforming the “sugar 
bowl” on the closet shelf into a sav- 
ings account, these depositors, abetted 
by the bankers, have: 

1. Increased the overhead in the depart- 
ment, which in turn reduces net profits and 


helps reduce dividend or interest rates. 


2. Increased the length of lines at the 


tellers’ windows so that the true thrift de- 
positor is required to wait two or three times 


The author believes that a 
complete analysis of the savings 
accounts in most banks will re- 
veal the necessity for setting up 
some sort of activity charge to 
discourage excess withdrawals. 
The accompanying article is 
based on a talk before the New 
Jersey Bankers Association. 


THE 


By Herbert A. Berghof 
National 
Irvington, N. J. 


Assistant, Cashier, 
Bank, 


Irvington 


as long to get service, thereby causing the 
loss of many worth while depositors because 
of the delay. 

3. Caused the size of the banking houses 
to be increased, or made expensive altera- 
tions necessary in an attempt to take care 
of this unhealthy activity, thus causing heavy 
carrying charges to stockholders. 


In its report in 1939 the Savings De- 
velopment Committee of the A. B. A. 
brought forth, among other things, the 
information that out of 3.500 question- 
naires sent out, to which 53 per cent re- 
plied, 20 per cent of the replying banks 
made a charge for withdrawals in ex- 
cess of an established minimum for an 
interest period. Quite a number of 
banks expressed an opinion that such 
charges should be instituted. The com- 
mittee reported that “the only way in 
which a consistent saver with few with- 
drawals can be more liberally treated 
than the depositor who makes a large 
number of withdrawals is through the 
medium of a charge for excess with- 
drawal activity.” Not much uniformity 
concerning the charges made seemed to 
be in evidence at that time, but the most 
common method was the loss of interest 
for any monthly, quarterly or semian- 
nual period when the number of with- 
drawal transactions exceeded an estab- 
lished maximum. The report at that 
time also noted a tendency to eliminate 
interest for the month in which a num- 
ber of withdrawals exceeded an estab- 
lished maximum, say two a month. 
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The Interview Method 


The interview method, whereby the 
customer concerned is asked to consult 
an officer, has proved very successful 
in some banks. The officer, if he un- 
derstands his subject and his objec- 
tives. should be able to make progress 
with the reasonable depositor. Banks 
using the interview method have said 
that they first endeavored to ascertain 
if the customer had any other accounts 
or business with the bank. Governing 
themselves accordingly, they proceeded 
to explain the objectives of a true thrift 
account and how the objective in this 
particular case was being defeated by 
the manner in which the customer used 
the withdrawal privilege. Finally they 
mentioned the excessive cost to the bank. 
If the bank has no checking facilities 
and the abuse of the account has been 
so severe as to warrant the decision, the 
customer is requested to close his ac- 
count; but before such a drastic pro- 
posal is set in motion, every endeavor 
is made to work the problem out with 
the customer, though never losing sight 
of the bank’s viewpoint. However, we 
run into the factor of changing habits 
of depositors, in that they have for 
some time used their savings accounts 
in much the same manner that check- 
ing accounts are employed in commer- 
cial institutions. The depositor might 
agree with anything said to him and 
then in a few months backslide and be 
the same old offender, unable to get 
out of the habit. 

In our bank we tried the interview 
method in 1937, when a brief analysis 
of the department showed that we had 
six hundred accounts withdrawing two 
or more times per month. These de- 
positors were interviewed in the man- 
ner set forth above. A few persons 
closed out their accounts, some opened 
checking accounts, and scarcely a dent 
was made in the problem in spite of the 
hard work put in by the staff to effect 
the desired change. A long series of 
correspondence was had with friends 
and acquaintances all over the country, 
and in May, 1939, we were ready to 
start a real analysis of our savings de- 
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posit accounts. We believe the proper 
approach to this problem is in a com- 
plete analysis of the department, show- 
ing in groups by size of balance: (a) 
the deposits, (b) the withdrawals, (c) 
the number of accounts, and (d) the 
money on deposit in each bracket. With 
this data a banker will see his problem 
more clearly and, after putting into 
practice some method designed to re- 
duce activity be in a position through 
a similar analysis at a later date, to 
determine what progress has been made. 

We took the following brackets: $5.00 
to $24.99; $25.00 to $49.99; $50.00 to 
$99.99; $100 to $199.99; $200 to 
$499.99; $500 to $999.99; $1,000 to 
$1,999.99; $2,000 to $4,999.99; $5,000 
to $9,999.99; and over $10,000; and 
for one month we analyzed deposit and 
withdrawal activity according to these 
classifications. Then a balance was run, 
and the balances and number of ac- 
counts were broken down likewise. The 
results were astounding. In accounts 
with balances from $5.00 to $200, 55.36 
per cent of deposit activity and 61.38 
per cent of withdrawal activity were in 
61.03 per cent of the number of ac- 
counts and represented 8.07 per cent of 
the funds on deposit. 


The Activity Charge 


After this survey we decided that we 
would use the activity charge method 
of handling this problem, and as of 
August 1, 1939, we revised our rules 
and regulations governing the savings 
department, to provide that the num- 
ber of free withdrawals to which de- 


positors with balances under $500 
would be entitled in semiannual inter- 
est periods woukd be one for every 
$100 of balance, additional withdraw- 
als being subject to an activity charge 
of 15¢ per withdrawal. We had so few 
discussions with our customers that were 
unfavorable to the bank that I don’t 
believe any of our officers can remem- 
ber a particular customer who was 
really aggravated by the change in our 
banking procedure. A number of them 
freely admitted that they had been of- 
fenders prior to 1937 and just “won- 
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TABLE I 


$5.00 to $100 


May, 1939 May, 1941 
37.29% 
46.88 
47.85 

3.49 


36.98 
44.30 
2.68 


dered when we would catch up with 
them.” | 

After two years’ application of this 
new rule the comparison of class ac- 
counts $5.00 to $100 (see Table I) 
shows a vast improvement made, and 
shows an improvement in this group 
as against the figures for the depart- 
ment as a whole. 

An analysis of class $5.00 to $25.00 
is shown in Table II. 


33.30% of deposit activity 

of withdrawal activity 
of total number of accounts ...... — 3.03 
of funds on deposit 


Dept. asa 
Whole 
—14.43% 
—35.04 
— 4.74 
—21.26 


Change 
—22.71% 


charge is collected; or, (b) eliminate 
interest entirely for the six months pe. 
riod in which an activity charge is col- 
lected: or (c) eliminate interest en- 


tirely where there are two or more with- 
drawals in any given month, on the 
theory that this excess activity consti- 
tutes checking account activity, making 
the account technically a checking ac- 
count or demand deposit. 
no interest could be paid. 


Therefore, 


TaBLeE II 


$5.00 to $25 


May, 1939 
12.22% 
23.61 
26.55 

61 


May, 1941 


17.45 
25.61 
50 


Total funds on deposit increased $1,- 
000,000 and the average balance per 
account in the entire department in- 
creased from $397 to $459, an increase 
of 21.26 per cent. Total number of ac- 
counts increased 532. The number of 
accounts in the lower brackets—$5.00 to 
$25.00—of course showed the greatest 
reduction in activity, but likewise 
showed an increase in the total number 
of accounts, which, I believe, proves 
that the very small depositor has not 
taken the application of this rule 
as being particularly discriminatory 
against him. 

I believe that we are now ready in 
our own bank to do some further work 
with those persons who persistently pay 
an activity charge, and I think that pos- 
sibly we might: (a) eliminate interest 
for the month in which an activity 
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12.06% of deposit activity 

of withdrawal activity 
of total number of accounts ...... — 1.02 
of funds on deposit 


Dept. asa 
Whole 
—14.43% 
—35.04 
— 4.74 
—21.26 


Change 
—14.57% 
—51.97 


It is probable that the number of 
persons abusing the withdrawal privi- 
lege has been cut down to such a figure 
that we may now consider personal in- 
terviews with the idea of eliminating the 
rest of the abuse. This could be done 
in our institution by further stressing 
our budget checking department, or by 
requesting that the account be closed in 
extreme cases. When this additional 
work has been done, I believe the de- 
partment will be a real thrift depart- 
ment and we shall have a firm founda- 
tion from which to start, when we are 
able financially and legally, to pay 
a higher rate of interest. We might 
then consider some method whereby the 
depositor who leaves his funds with us, 
undisturbed year after year, receives 
some better treatment than the in-and- 
out depositor. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, March 31, 1942 


RESOURCES 

CasH AND DUE FROM BANKS ....... . . « -$1,254,614,212.64 
U. S. GOVERNMENT OBLIGATIONS, DIRECT AND FULLY 

GUARANTEED a rn a a a ee 
STATE AND MUNICIPAL SECURITIES . ....... . 129,334,801.56 
STOCK OF FEDERAL RESERVE BANK .....-+ +6 -» 6,016,200.00 
Oraen SeCURITIES . 0. ww ws tt tht ew 6 oe 6S 
Loans, Discounts AND BANKERS’ ACCEPTANCES . . . .  830,805,951.76 
ann Dees cw aw 6 eo re we em 37 506,299.93 
OTHER REAL EsTATE Seen se al Se ee deri Gente tee 6,991,907.40 
Mor TGAGES ee a Se ee ee ee 8,091,008.64 
CusTOMERS’ ACCEPTANCE LIABILITY . . ..... - 3,869,157 .06 
RE I, oc om Re ee ee Re we ot Se AR 13,598,310.34 


$3,899,438,540.14 


LIABILITIES 
CAPITAL FuNDs: 
CapitaAL Stock ..... . . . ~$100,270,000.00 
DUMMIES .-4 ww we tb Bo eo oe ss Tee 
UNDIVIDED PROFITS . . . .. . +. « 43,042,790.56 


$ 243,582,790.56 
RESERVE FOR CONTINGENCIES . . . ... 2.2 ce ee 11,378,181.79 


RESERVE FOR TAXES, INTEREST, ETC.. . . . . 2. 2. se 3,152,304.45 
OI i ie i eo Swe eS Sm we Be = See 
ACCEPTANCES QUTSTANDING A ee a 4,725,756.73 
LIABILITY AS ENDORSER ON ACCEPTANCES AND FOREIGN BILLS, 413,824.79 
ene SS. kk a ew Se ee Se ee S 7,929,036.47 


$3,899,438,540.14 





United States Government and other securities carried at $372,136,656.30 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Many Advantages in 


Participation Credits 


HERE is nothing essentially new 

about the participation credit where 

a borrower obtains all of his funds 
and has all of his dealings with one 
bank, and that bank, in turn, sells par- 
ticipations in the loan to other banks. 
Such an arrangement has often been 
used in the past in so-called “work-out” 
situations, where a pro rata reduction of 
debt was desired and, in the past five 
or six years, has been used with long 
term loans. In the past, the managing 
bank has often gone to the legal lengths 
of actually setting up a Trustee under a 
Trust Indenture, thus paralleling the es- 
tablished procedure of a mortgage bond 
or debenture issue. 

During the past eighteen months the 
participation credit has been used ex- 
tensively throughout the southeastern 
states, to some degree in connection with 
term loans, but primarily in connection 
with relatively large credit requirements 
for defense loans. In a few cases the 


While there is nothing essen- 
tially new about the participa- 
tion credit where a borrower ob- 
tains all of his funds and has all 
of his dealings with one bank, 
the subject is of particular inter- 
est at this time on account of its 
application to many war proj- 
ects. 

The accompanying discussion 
of the subject is reprinted, with 
permission, from the ‘‘Monthly 
Bulletin of the Robert Morris 
Associates.”’ 


THE 


By W. S. Woods 


Vice-President, Trust Company of Georgia, 


Atlanta, Ga. 


defense loans have been for supplies and 
also for services, such as the case of the 
private school training cadets for the 
Army Aviation Service. Most of the 
credits, however, have been to contrac- 
tors building camps, air bases, naval es- 
tablishments, and ships. Only a rela- 
tively few emergency plant facilities 
contracts have been let in the southeast- 
ern states, but in at least one case, such 
a contract has been financed on a par- 
ticipation basis. The largest credit com- 
ing to our attention was for $5 million 
and was arranged by Trust Company of 
Georgia, Atlanta, Georgia, for Harda- 
way Contracting Company and Foster & 
Creighton Company, the contractors who 
built Camp Forrest at Tullahoma, Ten- 
nessee. This camp cost over $23 mil- 
lion and was built on a cost-plus-a-fixed- 
fee basis. 


Advantages 


There are a number of reasons for 
and advantages of the participation 
credit arrangement which can be sum- 
marized as follows: 

1. It is of considerable convenience 
to the borrower, since it enables him to 
deal with only one bank, in most cases 
his established and closest connection. 

2. It enables the contractor’s princi- 
pal bank to arrange credit for him in 
larger amounts and for larger jobs than 
would be allowed that bank by statu 
tory limitations or justified by a sound 
diversification of loans. In other words, 
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jt permits a spreading of the credit 
risk. 

3. Often the loan, particularly if a 
term loan, is for a period of time and 
at a rate that may not be particularly 
attractive to the individual bank. The 
bank, however, is able to maintain its 
customer contact by taking a smaller 
amount of the loan than might be the 
case if term and rate were not accept- 
able. 

4. By using this procedure, it has 
been possible to make credit available 
within the territory where the contrac- 
tor and the job are located. By pool- 
ing their resources, banks throughout 
the southeast have been able to meet 
competition from the larger big-city 
banks, thereby securing a good earning 
asset not otherwise available. 

5. By controlling the placing of the 
credit, the originating and managing 
bank is able to favor its established cor- 
respondent relations by inviting them 
to participate and, in turn, usually is 
offered a participation of credits origi- 
nating with other banks. 

6. In the case of construction proj- 
ects, they are often handled by a com- 
bination of three or four building firms. 
If it is felt that the credit should be se- 
cured by an assignment of claims aris- 
ing under the contract, this can only be 
done if the contractors, as joint bor- 
rowers, get their money from one bank, 
as the Assignment of Claims Act of 1940 
permits only one assignment to a single 
lending institution. 

7. No great detail of credit informa- 
tion is required in cost-plus contracts, 
hence in such cases it is easy to get 
participants. 


Documents Required 


From a mechanical standpoint in set- 
ting up a participation credit, the fol- 
lowing documents are usually prepared 
by counsel: 

1. Participation Agreement between 
the banks. 

2. Form of Participation Certificate 
to be issued by the managing bank. 

3. Loan Agreement between manga- 
ing bank and borrower. 
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4. Instrument of security, usually an 
assignment of claims to monies due or 
to become due under the Government 
contract. 

The Loan Agreement with the bor- 
rower usually includes a provision per- 
mitting the managing bank to sell par- 
ticipations to other banks and to make 
available to such banks financial and 
other pertinent information regarding 
the borrower. 

The Participation Agreement _ be- 
tween the managing bank and other in- 
stitutions can be summarized as follows: 

1. It should include a statement of 
the percentage of participation by each 
bank in the total agreed commitment. 

2. It usually ‘appoints the managing 
bank as agent for the participating 
banks and includes an agreement be- 
tween the participating banks to make 
available their pro rata share of ad- 
vances as made, when called: upon by 
the managing bank. In addition, this 
paragraph includes: 

a. An arrangement for sale, changes, 
and transfers of participations between 
participants. 

b. A statement that all payments and 
disbursements are to be made by the 
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managing bank, who will account to 
participants. 

c. A definition of the duties and lia- 
bilities of the managing bank. 

d. A statement of acts by managing 
bank which will require consent of par- 
ticipants, such as suit, acceleration, 
changes in collateral, and the like. 

3. Managing bank usually warrants 
to participating banks that notes, assign- 
ments, and other documents have been 
legally executed by the borrower. 

4. The loan agreement with the bor- 
rower is made a part of the participa- 
tion agreement. 


Commitment Fee 


In addition to usual interest charges, 
in the case of credits to contractors, 
there is often a commitment fee. Usu- 
ally this fee is a flat percentage of the 
amount of the credit, although in some 


cases there is a 14 or ¥% of 1 per cent 
on the unused portion of credit, with 
settlement made every three months. In 
most cases, the managing bank has not 
charged participants any fee for its servy- 
ice, usually looking to the borrower for 
any reimbursement for out-of-pocket ex- 
pense, including attorney’s fees for pre- 
paring documents. Our policy has been 
to have counsel for borrowers prepare 
necessary papers, subject to approval 
by our counsel. In some cases, how- 
ever, the commitment fee has been re- 
tained in full by the managing bank, or 
a lesser rate of interest disbursed to 
participants. In one case, the managing 
bank is keeping the first $250,000 of a 
$1.500,000 credit on a “first-in, last-out” 
basis. Such an arrangement, of course, 
should clearly not involve subordination 
to subsequent advances made by other 
participants. 


For Every Banker . . . 


EIGHTH REVISED EDITION 


The Practical Work of a Bank 


By WILLIAM H. KNIFFIN 


A detailed description of every 
operation of the modern bank. 


Price $5.00 


“BANKERS PUBLISHING COMPANY 


465 Malin STREET, CAMBRIDGE, Mass. 
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Investment 
and Finanee 


EpiTep By OSCAR LASDON 


‘Inflation Gap” 


AT is the “inflation gap?” 
Despite the fact that this term 
is now frequently mentioned in 
the financial press, most laymen lack 
a clear understanding of just what it is 
and what it means. 


In this connection, a recent radio 
address by Lester Velie, business editor 
of the New York Journal of Commerce, 
is of considerable help. Speaking over 
station WQXR, Mr. Velie succeeded in 
bringing the topic within the easy grasp 
of the listener and in clearing up a good 
deal of current confusion. 

The gap, according to Mr. Velie, may 
be described as the difference between 
the supply of usable goods on hand and 
the money that is available for buying 
these goods. Stated in terms of dollars, 
the inflation gap for 1942 is roughly 
estimated at $15 billion. 

Even after allowing for higher taxes 
and purchases of War Bonds, Mr. Velie 
pointed out, the supply of spendable 
funds this year will approximately total 
$80 billion. But on the other hand, 
only about $65 billion of goods will be 
available for purchase. Thus, the dif- 
ference between goods available and the 
amount of funds that can be used for 
spending stands at the figure of $15 
billion. This is the so-called inflation 
gap. 

Accordingly, unless restrictive meas- 
ures are adopted, the inescapable con- 
clusion is that this gap will contribute 
to an upward spiral of prices. The sit- 
uation is fundamentally one of supply 
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demand for 


Higher 


and demand—with the 
goods outrunning the supply. 
prices are the natural outcome. 

Government economists, Mr. Velie 
observed, are fully alive to the dangers 
involved. Recent government restrictions 
on retail prices and rents were predicted. 
Canadian price experts, who have bene- 
fited from their own country’s expe- 
rience in setting over-all ceiling on 
prices, rents and wages, were -con- 


sulted as to method and technique. 
But price ceilings offer only a partial 


solution to the problem. As Mr. Velie 
noted, the simplest method of cutting 
down purchasing power is through the 
medium of increased taxes. The main 
difficulty here, however, lies in the fact 
that the huge bulk of purchasing power 
is in the lower income groups; to curb 
such purchasing power, the imposition 
of heavier taxes on the small wage 
earner becomes necessary. Politically, 
this is not an easy task for Congress— 
especially in an election year. 

Other remedies were explored by Mr. 
Velie. Note was’ taken of the possibil- 
ity of some system of compulsory sav- 
ings. Failure of War Bond sales to hit 
the desired level may ultimately make 
some move in this direction necessary. 
Reference was also made to the sugges- 
tion that a retail sales tax be imposed— 
and that such a levy be paid in War 
Stamps or War Bonds. The recommen- 
dation of a government limitation as to 
the amount of money each individual 
will be allowed to spend was also dis-' 


cussed. 


, 
1942 





TAP ISSUES 

Sometime ago, Chairman Eccles of 
the Federal Reserve Board recommended 
that the Treasury consider the advis- 
ability of offering tap sales of Govern- 
ment obligations. The Treasury has 
finally followed his suggestion in prin- 
ciple by offering, for an extended period 
in unlimited amount, registered bonds 
which mature in twenty-five years and 
carry interest at the rate of 21 per cent. 
These bonds are non-negotiable for 
sixty days after purchase; they are not 
eligible for commercial bank purchase 
until they have been outstanding for 
ten years or more, being designed speci- 
fically for individual and _ institutional 
long-term investors. Unlike Defense 
Bonds, however, they are eligible as col- 
lateral for bank loans. 

Great Britain, it may be observed, has 
been making good use of tap issues to 
finance the war effort. Bonds have been 
offered without limit as to the amount 
of purchase and reliance has been placed 
on the issuance of ordinary obligations 
which the purchasers are permitted to 
resell. 

In connection with the right of resale. 
however, attention must be called to the 
fact that the market for British Treasury 
securities is not left to fluctuate entirely 
in response to ordinary market forces. 
Minimum prices for British Government 
securities have been set and no sales 
are permitted below these minimums. 
In the case of tap issues which have been 
withdrawn from sale, minimums below 
par have been fixed; in the case of issues 
still on sale, par is the minimum. Of 
course, these minimum prices achieve 
the same result as the denial of negotia- 
bility in the case of Defense Bonds here. 

Some monetary experts are of the 
opinion that the tap issue cannot be 
successful in the United States without 
considerable modification of British 
practice. It is pointed out that a high 
degree of banking concentration exists in 
Great Britain and that the British Treas- 
ury has a fairly good estimate, before- 
hand, of the proportion of the issue that 
the commercial banks are expected to 
take up. Our own banking system, in 
contrast, is of the unit type and estimates 
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are accordingly less accurate. Further. 
more, judging from our first venture 
into the tap issue field, the Treasury 
apparently does not want commercial 
banks buying issues of this nature. 

Also, strict control over the market 
for Treasury securities, such as is exer- 
cised in Great Britain, is absent in this 
country. Such a program of control 
would have to await additional banking 
legislation and would require the setting 
up of machinery for enforcement. 

An unavoidable defect of the proposal 
is that the sale of issues on tap finds 
some investors shifting from other 
Government securities into tap issues, 
rather than buying the latter out of 
funds derived from current income. 
Something of this nature also took place 
last year ‘when savings bank depositors 
withdrew part of their balances for the 
purpose of investing in Defense Bonds. 
This was done to secure a higher interest 
return and it is hoped that the shifting 
process will not be extensively repeated, 
as far as savings deposits are concerned, 
or in connection with funds invested in 
issues now outstanding. 


—~ 


TREASURY FINANCE 


One of the noteworthy developments 
of the past month has been the sale of 
$1,500,000,000 Treasury Certificates of 


Indebtedness. These certificates, of six 
months maturity and carrying a coupon 
of 144 of 1 per cent, found eager pur- 
chasers. 

Through the sale of certificates with 
maturities of a year or less, it is be- 
lieved that greater liquidity in the 
money market will be attained: the 
market for short-term issues will be 
broadened. 

Both corporations and banks are 
pleased with the issuance of certificates 
as these obligations are an_ attractive 
medium for the investment of excess 
funds. In the past, it has been noted, 
industrial concerns have maintained a 
lukewarm attitude as far as investing 
primary reserve cash balances heavily 
in Treasury securities was concerned. In 
particular, in the case of Treasury bills, 
the extremely small yield and the ex- 
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tremely short maturities discouraged 
active interest in purchase. The income 
obtainable from such short investment 
didn’t seem to be worth the bother. 
Furthermore, there was little disposi- 
tion to pay for subscription rights which 
arose in connection with refunding op- 
erations. Finally, there was lack of 
interest in bidding for issues which were 
sold on a discount basis, owing to a 
basic preference for coupon obligations 
with a fixed rate of interest. 

The last time Certificates of Indebted- 
ness were sold by the Treasury was in 
1934. Revival now marks an effort on 
the part of the Treasury to meet the 
needs of purchasers so that the war 
effort may be more easily financed. 


— 


CURRENCY HOARDING 


Currency in circulation has increased 
$2.700.000.000 during the past year. 
However, despite this abnormal demand 
for money, fiscal authorities express 
relief rather than embarrassment. 

The logic of official viewpoint was 
recently disclosed in the Federal Re- 
serve Bulletin. The Bulletin pointed 
out that the heavy withdrawal of cur- 
rency has been the principal factor 
accounting for the decrease in member 
bank excess reserves and that this de- 
cline in reserve balances has served to 
bring the member bank credit position 
within the bounds of more adequate 
control by the Reserve authorities. Con- 
trary to popular belief, it was observed. 
currency withdrawals are of an anti- 
inflationary rather than inflationary na- 
ture because of the restrictive effect on 
bank reserves. Currency withdrawn for 
spending, it was noted, is a symptom 
rather than a cause of inflationary 
developments. 

The increase in currency outstanding 
was attributed to 

1—The expansion of payrolls, retail 
trade and services that are habitually 
settled in cash, 

2—the increase in service charges by 
banks, as well as other developments 
that have encouraged the use of cash in 
place of checks, 

3—the growth in cash being hoarded. 
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The amount of cash being hoarded is 
roughly estimated at around $2,000,000.- 
000 of the $11,500,000,000 currency in 
circulation. Less than one-half of the 
amount hoarded appears to be in the 
possession of American citizens while 
the remainder is believed to be held by 
foreign nationals, both here and abroad. 

In connection with the hoarding 
problem, the reaction of Edward A. 
Richards, president of the East New 
York Savings Bank is also of consider- 
able interest. Mr. Richards has asked 
persons hoarding cash in the deposit 
boxes of his institution to effect with- 
drawals at once. As Mr. Richards 
remarks in a letter to deposit-box 
clients, “Hoarding money for commodi- 
ties in times of war amounts to sabotage 
against the Government—your Govern- 
ment and mine. It hinders and delays 
defense. Hoarded dollars are idle dol- 
lars, slacker dollars. Dollars withdrawn 
from circulation hinder and delay build- 
ing of planes, ships, tanks and _ vital 
armaments which our soldiers need to 
defeat the enemy. ... 

“This bank will not knowingly pro- 


vide facilities for the hoarding of money. 
It insists that any safe deposit box 
renter who has cash or currency in any 
box in any of our vaults forthwith 
remove the same therefrom. . . .” 


Attention is drawn to the fact that 
the President of the United States holds 
the statutory power to “investigate 
hoarding of gold, silver coin and cur- 
rency. Under this power, it is pointed 
out, violators face possible fines up to 
$10,000 and imprisonment up to ten 
years, 

There is little question that the large 
volume of funds now being hoarded 
could be of substantial assistance to the 
war effort if it were invested in War 
Bonds. Such investment does not affect 
member bank balances while, at the 
same time, it furnishes needed funds. 


—_— 


THE WAR AND AFTER 
Creeping shortages in vital materials 
are gradually leading to a paralysis of 
the German war effort, according to Dr. 
Gustave Stolper, former member of the 
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German War Ministry in World War I. 
Speaking in Los Angeles, Dr. Stolper 
remarked that “In January, 1918, ten 
months before the Armistice, we on the 
inside in Berlin knew that our case was 
hopeless. The situation is worse for 
Germany today than it was then. In 
1939, the country had virtually depleted 
itself of all reserves except those piled 
up by the government itself for prosecu- 
tion of the war.” He also noted that in 
World War I Germany occupied more 
territory in Europe than she holds 
today. 

After the war, Dr. Stolper predicted, 
we can expect chaos and civil war all 
over the globe, except in the Western 
Hemisphere. This interval he described 
as a period of liquidation of the past, 
a quenching of the desire for revenge. 
But during this era, he forecast, “Men 
will emerge with whom peace can be 
made. People we never heard of will 
loom large in the headlines two or three 
years from now.” 


HOW TO OBTAIN 
BANK COSTS 


By E. S. Woolley 


Here at last is a book which will 


enable you to analyze your bank by 
a method which is both simple and 
Here is described in mi- 
nute detail and with 


complete. 
a wealth of 
illustrations a simple method of ob- 
taining bank costs and for installing 
a system of bank accounting as an 
aid to effective management. 

That this book covers its field and 
fills a long-felt want is demonstrated 
by the foreword by Carl K. Withers, 
Former of Banking 
and Insurance of the State of New 
Jersey. 


Commissioner 


$5.00 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 


In an optimistic vein, Dr. Stolper con. 
cluded that “The task of reconstruction 
will provide an excellent opportunity 
for American initiative. The United 
States must assume responsibility for 
world leadership. 

“By the end of 1944 there will be a 
tremendous accumulation of needs of 
our own citizens. We will be three years 
short of automobiles, washing machines, 
houses. . . . America must be rebuilt 
from top to bottom. This will be the 
task of the future.” 

Dr. Stolper, now an American citizen, 
has attracted a great deal of attention 
with his views on current economic 
problems in the recent best-seller, “The 
Age of Fable.” 


_ 


CREDIT SURVEY 
The Federal Reserve Bank of New 


York has requested member institutions 
to report on all commercial and indus- 
trial loans being made during the period 
April 16 to May 15. These reports must 
be filed by May 22. Similar requests 
have been made in other Reserve dis- 
tricts. 

The Board of Governors of the Re- 
serve System is interested in the types 
of accommodations now being granted. 
The questionnaires inquire as to the 
amount of each loan, the business and 
size of the borrower, facts regarding the 
maturity and interest rates of the loan, 
and information as to whether the loan 
is for defense purposes. Lacking specific 
information of this nature at present, 
the Reserve Board is collecting data that 
may be used as a basis for formulating 
some kind of qualitative credit control. 

It is declared that the Reserve Board 
and the banks are confronted with the 
“necessity of making important de- 
cisions that may affect not only the wel- 
fare of the banks and their customers 
but the economy as a whole.” The in- 
formation gathered, it is stated, will be 
helpful in meeting this responsibility. 

Metropolitan banks are asked to list 
loans above $5,000 while country banks 
must submit details concerning loans 
above $1,000. 
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IN 


WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


VEN official Washington has, at 

last learned, that the great, loyal, 

American public is awake. In 
fact, official Washington has become 
embarrassed over the close scrutiny 
being accorded its every act and the 
insistence that politics, reform and gov- 
ernmental red tape be eliminated in get- 
ting on with the business of quickly 
winning this war. 

Congressmen have gone home to listen 
and report. Before going home, they 
were deluged with letters. Some of them 
extremely critical. These letters came 
from all types of voters, and no effort 
to blame them on any sectional form 
or type of voter was possible. Some of 
them tried to do this and are now sorry. 

Representatives and Senators, high 
officials in the executive departments of 
the Government, are now appreciative 
of the demand that every effort be ex- 
tended to quickly win the war. Sacrifice? 
Willingly, but only if the war can be 
shortened. Labor, industry, agriculture, 
banking, are represented in the demand 
for action to win. The public is in no 
mood for explanations, for special fav- 
ors to any group. The public is ex- 
tremely critical. Washington officials, 
high and low, are agreed upon this. 
Longer work weeks, limited profits, are 
acceptable, in fact, demanded. The pro- 
labor Administration is finding it diffi- 
cult to steer a consistent course under 
such pressures. 

Fundamental in the new atmosphere 
that now pervades Washington, is the 
unmistakable demand from every state, 
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city and town, that victory be achieved, 
and quickly. Talk of a long war of 
years and years does not set well and 
certainly not a defense war. The poli- 
tical fortunes of the Administration are 
very clearly at stake in achieving an 
early victory. 


Effect on Banking 


This change in Washington affects 
banking. It must color, even shift the 
course, of financial institutions in their 
long-range economic planning. While 
banking, on the whole and as a class, 
has really suffered less than any other 
group, its fortunes are bound closely 
with war plans and programs. The 
program just ahead demands generous 
lending for war production. In addi- 
tion, there must be heavy purchasing of 
Government securities. At the same 
time, bank capital must be protected 
and increased as much as possible as 
deposits climb. Meanwhile, banks are 
still the first selling line for War Sav- 
ings Bonds whieh depositors and _ pa- 
trons must buy in ever-increasing vol- 
ume if inflation is to be avoided. 

The problem of inflation is a very 
real one for Washington. In this all- 
out war the public must be protected 
not only from its natural urge to spend 
money received from steady work and 
in dividends from investments in war 
producing plants, but from rising prices 
incident to such demands. Another 
factor is present. In this war the Gov- 
ernment has either curtailed or abso- 
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lutely eliminated production of many 
lines of goods. There will soon be no 
place to spend money—no place to buy 
many lines of durable goods. Money 
piles up in the bank or tends to bid 
high prices for such goods as can be 
purchased. 

The national debt vaults higher and 
higher. Interest ccosts on the debt rise. 
The whole national economy becomes 
distorted. Taxes are necessary to meet 
interest rates and taxes to pay for lend- 
lease supplies going to Allied Nations 
fighting a common enemy. There must 
be funds to pay for all the destructive 
and very expensive weapons of war. 

How to balance these factors and pre- 
vent a runaway inflation is at the top 
of the list of problems. Taxes can be 
levied just so far if the present econ- 
omy is to be preserved. The adminis- 
tration has presented a tax program call- 
ing for $7,600,000,000 additional reve- 
nues above those already being col- 
lected. There are those who want the 
tax bill to bring in $12 billion above 
present levies. 

Can the nation as a whole stand for 
such heavy taxes and maintain its fight- 
ing vigor? And what place should 
price freezing, authorized under the 
price control law, play? Shall there be 
universal rationing? Shall there be 
enforced War Bond purchases? These 
are the problems that the administra- 
tion is seeking to somehow meet. 


The Revenue Bill 


The House Ways and Means Commit- 
lee is at this writing attempting to for- 
mulate in legal terms the revenue bill. 
Banking has, in the main, come off easy. 
There is no indication that nuisance 
taxes on checks will be included, or 
taxes on savings, once rumored. The 
American Bankers Association appeared 
during the closing hearings in protest 
only on technical features affecting es- 
tate taxes, proposed changes for pension 
trusts, the inclusion of bonds as capital 
assets. The Association found itself in 
agreement with the administration on 
changes in the revenue law on recover- 
ies, previously charged off as bad debts. 


There is no doubt that strong sent. 
ment exists in Congress for a sales tax 
in some form, rather than the proposed 
increases on present income levies. This 
administration is strongly opposed to a 
sales tax, but it is very doubtful that the 
President would veto a sales tax bill 
should such be voted. It will not, how- 
ever, be voted if organized labor can 
prevent it, say Labor’s leaders. At the 


same time, there is a possibility that 
many of Labor’s members are willing to 
see a sales tax, considering it easier to 
meet taxes in this type of levy than 
yearly or quarterly. 


Regulation V 


Banking has had placed before it the 
new Reserve Board Regulation V, de- 
signed to stimulate all types of banks 
to make loans for war production pur- 
poses. Under the procedure laid out, 
the War and Navy departments and the 
Maritime Commission will insure to the 
banks the soundness of such loans 
through the Federal Reserve banks act- 
ing as fiscal agents of the Government. 

The setting up of procedure under 
Regulation V climaxes a long pressure 
fight to aid business and industry in 
problems of conversion incident to war 
needs. This contest was highlighted 
through hearings on bills designed to 
do practically the same thing as is now 
provided for within the Reserve System. 

During hearings before the Senate 
Banking and Currency Committee it 
was made very plain that if present ma- 
chinery could not be made effective, then 
other means must be used. “Present 
machinery” included the powers and au- 
thority of the Reconstruction Finance 
Corporation. Jesse Jones, Secretary of 
Commerce, and controller of the policies 
of the RFC, was sharply criticized for 
his lack of willingness to make quick 
loans. The criticism was widespread 
within Congress and even within the 
War Production Board. The RFC was 
pictured as saying, on the one hand, we 
will make loans, and on the other, throw- 
ing up so many prohibitions and restric- 
tions that few loans were made. The 
popularity of Jesse Jones suffered 
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greatly, and other agencies were given 
the job to do in connection with private 
banking. 

The changed temper of both the ad- 
ministration and Congress was indicated 
in lack of criticism of private banking 
in these fields. It was appreciated that 
private capital could not take these risks 
unless supported by the Government, 
due to the uncertainties of war. Now, 
however, it can reasonably be said that 
it is up to banking to lend for war pro- 
duction purposes in every way possible. 
The people will demand it and the Gov- 
ernment will need this aid. This is 
war, and rules must be read, waived or 
adjusted accordingly. 


Pending Measures 


On other fronts there are adjustments 
for bankers. There is pending some 
changes in the Soldiers’ and Sailors’ Re- 
lief Bill. Representatives of banking 
groups and retail credit groups are seek- 
ing to see that changes over credit paper 
are not adjusted so ‘liberally as to affect 
adversely present contractual relation- 
ships. 

Other measures pending include the 


Washi 


Washington Banktrends } 


PERTODICKE ROOM 


Brown Bill, which would permit the es- 
tablishment of national bank branches, 
across state lines if desired, for serving 
military and _ naval __ establishments. 
These would not be full-fledged branches 
in the sense that they would perform all 
banking services. Rather, they would 
be “facilities” for bank services. The 
Comptroller of the Currency would au- 
thorize such facilities upon the request 
of the Secretary of War or the Secretary 
of the Nav ¥. 

There is considerable opposition to 
such a bill. which was suddenly passed 
by the Senate with no previous hearings. 
The measure is now before the House 
Banking Committee. The opposition is 
not in reference to aiding the military 
camps and navy yards, but to the form 
of the bill that eliminates a long-cher- 
ished tradition, namely, that branch 
banks must not operate across state lines. 
Should such a measure pass, it would 
probably be changed to accord such 
banking facilities to banks within state 
lines, under certain specified conditions. 
Opposition to the present Brown Bill in- 
cludes the American Bankers Associa- 
tion and the two large independent bank- 
ing assog 


otes 


REASURY Secretary Morgenthau \s _ mmercialbanke-are a appkall g for aid 
be of bonds 


sticking to his program of “voluntar 

purchases, at least until July 1. He 
feels that the voluntary salary reduction 
program will work. To reach those out- 
side of big industry, a doorbell-ringing 
program will be added. However, pres- 
sures are increasing along two lines—to 
sell War Savings Bonds not redeemable 
until after the war, and require that 
overtime be paid in these bonds. Origi- 
nal estimates of voluntary purchases of 
$1 billion monthly are now being 
doubled, if excess purchasing power is 
to be drawn off and inflation avoided. 
On the bank side, Government bond pur- 
chasing means close to $24 billion for 
banks. This will, in turn, require Re- 
serve Board action in decrease of pres- 
ent reserve requirements. Meanwhile, 


epoca 


cal cost8 ily increasing. While 
some study is being given to this phase, 
no definite solution appears in sight yet. 

Regulation V: Kenton R. Cravens, 
vice-president of Cleveland Trust, is now 
administrative assistant to the Reserve 
Board for initial operation of insured 
war production loan program. As a 
statistical check, the Board is asking all 
member banks, through the Reserve 
banks, for data on loans made between 
April 16 and May 15. This initial sur- 
vey is expected to be repeated. The size 
of the loan, business of borrower and in- 
terest rate is asked for. Non-member 
banks not included, but FDIC has given 


some consideration to the matter. 


© . * 
Their cleri- 
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Warning on Consumer Credit: Dep- 
uty Comptroller Upham has warned 
some banks against high interest rate 
on income tax loans and against accept- 
ance of consumer credit paper from 
finance companies and merchandising 
concerns, about which they may know 
too little. He significantly said that 
“pre-war experience in consumer credit 
loss is not adequate guide for the 
future.” 

Part of FDIC Moves: Except for ex- 
ecutive offices, including the Board and 
administrative assistant, Division of Ex- 
amination, Research-Statistics and ma- 
jor lawyers, the rest are scheduled to 
move to Chicago about June 15. FDIC 
Chairman Crowley and Budget Bureau 
reached an agreement. This will mean 
that a part of the FDIC and new head- 
quarters offices of the Alien Property 
Control will be together there. FDIC 
divisions moving include audit. account- 
ing, liquidation, supply section and 
routine legal. 

Soldiers’-Sailors’ Relief: House Mili- 
tary subcommittee has been studying 


proposals of the ABA, Morris Plan and 


retail credit representatives, for revi- 


sion of present laws. A formal bill in- 
dicated very soon. Banking interests 
have received some encouragement that 
the proposed legislation will not ap- 
prove recapture of funds already col- 
lected on installment accounts. They 
seek agreement over financial obligations 
covered on classes of men inducted and 
dates, that is, whether successive draft- 
ees will be blanketed under moratori- 
ums. The setting up of machinery in 
local courts for determination of con- 
tracts covered is a point at issue. There 
is practical agreement for coverage of 
all chattels. While the subcommittee 
is working with banking, _ political 
groups want all military extended full 
moratoriums, even refunds. 
good politics. 

Branch Facilities Bill: Independent 
bank leaders have expressed opposition 
to the without-limit extension of bank- 
ing facilities. Activities of the ABA 
now indicate that the House Banking 
Committee “will take its time” about 
calling the bill up. Some substitute 


Seen as 


measure that would permit, within state 
lines, needed banking facilities at Army 
camps and Navy yards, might not be 
opposed. However, Deputy Comptrol- 
ler Upham says that “plans are being 
devised to meet the needs of camps and 
posts, these plans to include, in some 
places, accepting of deposits and issu- 
ing of cashier’s checks, but on the whole 
they will not include the making of 
loans.” He promised some form of 
Government compensation to banks fur- 
nishing such costly services. 

Defense Housing: Steagall, House 
Banking Committee chairman, _intro- 
duced the bill (H. R. 6927) to lift Title 
VI to $800 million, with liberalization 
of terms and construction. Loans would 
be for 25 years; controlled dividends 
on large units carrying 90 per cent 
guarantees; increases in values of vari- 
ous types of homes. The bill would 
broaden practically all phases of Title 
VI of the National Housing Act. Mean- 
while, Administrator Blandford will 
soon order decentralization of the hous- 
ing program to 10 regional offices. 
Much responsibility is promised for 
these offices. However, the over-all de- 
fense housing effort remains in a con- 
fused state, with few prospects of im- 
provement. 

Murray Bills: One, S. 2315, for re- 
lief of tire, auto and other dealers, is 
still technically before the Senate Bank- 
ing Committee; the other, S. 2250, set- 
ting up the Smaller War Plants Cor- 
poration, having passed the Senate, now 
awaits hearings before the House Bank- 
ing Committee. Action indicated “soon.” 
The ABA has indicated that it will not 
oppose this type of credit extension. 

Detroit Bank Wind-up: Comptroller 
Delano hopes to wind up the affairs of 
the First National of Detroit—the bank 
which, more than any other, started the 
wave of closings resulting in the “bank 
holiday.” Under the plan, jointly an- 
nounced by Senator Prentiss Brown and 
Comptroller, a Detroit financial group 
will pay off. Profits look good for the 
group. and depositors have already had 
their funds. This receivership signals 
the near-end of national bank liqui- 
dation. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epirep sy KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine . . 


Money Market 


Money has gradually become more 
abundant since February last, with 
present indications of greater ease for 
the coming season. The rates on loans 
have fallen from week to week accom- 
panied by unerring signs of continued 
and increased abundance of capital in 
the large cities, and of general pros- 
perity throughout the country. Busi- 
ness paper of a good character can now 
be readily negotiated in private hands 
at 6 a 7 per cent. The banks of New 
York and Boston are enabled to enlarge 
their accommodations to their customers, 


May, 1852 


and business paper at 4 a 6 months is in 
better demand. 

Loans on stock collaterals, repayable 
on demand, can be obtained at 514 a 614 
per cent; the New York rate being 
about one per cent lower than at Bos- 
ton on all descriptions of loans, perma- 
nent and temporary. 

There is a marked increase in the 
demand for all classes of public securi- 
ties, accompanied with an increase in 
prices. Manufacturing stocks have more 
particularly felt the improved condition 
of the money market. In several in- 
stances the advance in cotton stocks is 
equivalent to 10 or 20 per cent within 
the last six weeks. 


50 YEARS AGO 


The Bankers Magazine . 


American Bankers Convention 


The executive committee are now per- 
fecting their arrangements with the dif- 
ferent lines for carrying members to the 
next convention of the American Bank- 
ers Association, which is to be held in 
San Francisco. Had the time for the 
convention been fixed in the spring, 
doubtless a larger number would have 
attended, as the autumn is the season 


THE BANKERS MAGAZINE for May, 


. May, 1892 


when bankers’ especially in the larger 
cities, hesitate to leave their institutions. 
Experience shows that the association 
ought long ago to have changed the time 
from the autumn to the spring, when the 
members have the most leisure and can 
attend with the least inconvenience. 
One reason, probably why they have not 
done so is because they have not cared 
to attend in any event; and, therefore. 
it was a matter of indifference to them 
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when the conventions were held. Per- 
haps another reason is that in the spring 
some of them prepare for a summer trip 
abroad and are, therefore, disinclined 
to preface it by attending a meeting of 
this kind. At all events a smaller num- 
ber will go, and especially from the 
larger cities, than would have gone had 
the convention been held in the spring. 
But it is no doubt true that a large num- 
ber of bankers have been expecting 
sooner or later to visit the Pacific and 
this is a rare opportunity, which should 
not be disregarded. Those who manage 
banks outside the large cities are not 
under the same pressure and can more 
easily leave them for a few weeks, and 
we confidently believe that many of 
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How the Bankers May Help 


The desire of everybody to do some- 
thing to help in this time of national 
crisis is one of the gratifying signs of 
the times and an augury for ultimate 
effective effort on the part of our people 
in aiding to bring the war to a speedy 
and successful end. There is. of course. 
more or less confusion of plans and 
uncertainty as to just how one may go 
about it in helping the Government at 
this time. But gradually this confusion 
and uncertainty will disappear and the 
various organizations will bring into 
effective service all those who are so 
ready and willing to help in one way or 
another. 

There are many things that bankers 
can do that will be of special value just 
now. They will naturally be called on 
to give assistance in the details of float- 
ing the vast Government loans, not only 
receiving subscriptions and attending to 
various matters in connection with the 
loans, but also giving their customers 
valuable counsel as to the benefits which 
will accrue to the country by a general 
subscription to the loans. 

The banks will, as a matter of course, 


YEARS 


them, if satisfactory arrangements are 
made with the railroads, will attend, 
Quite generally the members in the 
Eastern and Middle States who have 
attended bank conventions held in the 
West have gone over the lines of the 
Pennsylvania Railroad, for the very 
good reason that it had both the disposi- 
tion and ability to transport them with 
the greatest comfort and at as low cost 
as any other, and we are sure that the 
company is not less desirous of serving 
the bankers on the present occasion. It 
is confidently believed that those who 
patronize its lines will, all things con- 
sidered, be treated with more considera- 
tion and travel with greater comfort 
than by any other. 
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keep the customary operations of trade 
and industry supplied with the credit 
facilities necessary to their operation at 
full capacity. This is a most important 
service, for it is necessary that produe- 
tion, in lines directly or collaterally 
related to the war especially, be speeded 
up to the full limit. 

The bankers of the United States for 
some years have been engaged in a prac- 
tical movement for increasing the output 
of the farms and the production of food 
animals. This is a work of supreme im- 
portance at the present time, and from 
their experience and knowledge, as well 
as on account of their close relation to 
the farmers, the bankers are in a position 
to be of immense service to the country 
in helping to add to the production of 
food. 

As citizens the bankers will contribute 
their full share of the work which all 
must undertake, and they can be spe- 
cially helpful on account of the leader- 
ship maintained in their communities in 
wisely céordinating local efforts. 

Service has been for many years 4 
word universally upon American lips. 
Events now give to all of us an opportu- 
nity to show that we mean what we say. 
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Finaneial 
Situation 


HE military situation continues, as 

for some time past, to overshadow 

all other affairs. As of mid-April 
this situation had not changed materi- 
ally from that reported last month, al- 
though the Japanese advance in the Far 
East had continued, and American 
forces courageously defending in the 
Philippines had been compelled to yield 
ground, though still stoutly battling at 
Corregidor. An offer of greater free- 
dom to India, made by the British Gov- 
ernment, has been rejected by the In- 
dian authorities. On the front between 
Germany and Russia, the latter country 
maintains the initiative, though German 
opposition has of late been increasing. 
Great Britain is daily adding to the 
intensity of air attacks on Germany and 
portions of occupied France. 


—_ 


GREAT BRITAIN 


Expenditure and Savings 


Tue Chancellor of the Exchequer has 
secured from the House of Commons a 
final vote of credit for £250 million for 
the expiring financial year and a first 
vote of £1,000 million for the coming 
year. On each of these occasions he 
has more gigantic figures to reveal. The 
total of expenditure out of supply grants 
to March 7 was £3,880 million. Ex- 
penditure is currently running at the 
tate of £1414 million a day, of which 
about £1214 million a day falls on the 
vote of credit, and of which again the 
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Abroad.. 


A Monthly Survey 


fighting and supply services require 
about £934 million a day. If this rate 
of expenditure were maintained exactly, 
the total expenditure from votes of 
credit to the end of the financial year 
would be £4,183 million, but the Chan- 
cellor asked the House to provide a to- 
tal of £4,250 million to allow for con- 
tingencies and for the usual last-minute 
burst of expenditure. To either sum 
there should be added the £707 million 
of estimated expenditure to be financed 
otherwise than out of votes of credit. 
The total of expenditure thus rises to 
the incredible figure of £4,957 million. 
In the coming year, even if there is no 
further increase, the total will be about 
£5,300 million. With these two new 
votes, the amounts voted for this war 
exceed the total voted for the last war 
by a comfortable margin.—The Econo- 
mist. 


Foreign Debt Defaults 


LONDON investors are to be subjected to 
considerable losses through debt de- 
faults by some of the nations engaged 
in the war, as indicated by the following 
from The Economist of March 14: 


The foreign bondholder has received fur- 
ther heavy, if not unexpected, blows in the 
shape of default on tHe 414 per cent Siamese 
Loan, 1907, and of the issue of a communi- 
que by the Greek Government formally stat- 
ing that no further payment can be made on 
the external debt for the duration. It has, 
of course, been obvious that since Japan in- 
vaded Siam and Germany conquered Greece 
there could be no further payment on the 
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foreign debt of these countries. No payment 
has in fact been made on Greek loans since 
April 1, 1941. The bonds and coupons of 
the 414 per cent Siamese loan, 1907, fell due 
on March | last—the first interest date since 
the country came under enemy occupation. 
As Siam is at war with this country, it must 
be presumed that the Government will also 
default on the 4 per cent sterling conversion 
loan, 1936, interest on which is due on April 
15, and on the rest of its external debt. 
From the standpoint of the investor, a very 
different reception must be accorded to these 
two announcements. The Greek Govern- 
ment, since the conclusion of the agreement 
in January, 1940, by which Greece under- 
took to pay 43 per cent of the interest due, 
has done much to raise her standing as a 
debtor. The agreement concluded a dispute 
which had lasted for some three years, and 
since then the Greek Government continued 
to transfer interest throughout the critical 
and gallant campaign against Italy. No 
debtor can meet its obligations when sepa- 
rated from all sources of income, and there 
can be no doubt that Greece will resume 
payment at the earliest opportunity. In the 
case of Siam, however, it is notorious that 
virtually no attempt was made to curtail 
Japanese infiltration prior to actual inva- 
sion, or to resist in a military sense. This 
default is salutary, if painful, for the in- 
vestor in foreign bonds, who has hitherto 
attached to Siamese issues almost the status 
of investments in a crown colony—on the slen- 
derest of evidence. The war in the Far East 
will inevitably set fresh values on the stand- 
ing of investments in that area, based on a 
more realist appreciation of the political 
issues at stake. The total of the 414 per 
cent Siamese loan, 1907, outstanding in Lon- 
don is £754,220. At the end of 1939, the 
total amounts of the Greek debt outstanding 
were: gold francs 750,696,000; £ 13,391,680 
and $38,278,500, of which the first two sec- 
tions were quoted, but not exclusively held, 
in London. There are, in addition, Greek 
liabilities on the repartitioned debt of the 
former Ottoman Empire. 


~~ 


EIRE (Ireland) 
Central Bank Proposed 


THE central bank bill introduced into 
the Dail by the Eireann Minister of 
Finance implements the basic recom- 
mendations of the Banking Commission 
of 193@ regarding the responsibility for 
the issue of currency and control of 
credit in Eire. It provides for the dis- 
solution of the Currency Commission 
and the establishment of a Central Bank, 
which will take over the functions of the 
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Commission and supplement them by 
most of the duties appertaining to 4 
fully-fledged central bank. The bill de 
parts from the majority recommenda. 
tions of the Banking Commission in pro. 
viding for complete Government con. 
trol of the Central Bank. The bill also 
envisages some provision for tackling 
the long-standing problem created by 
the utilization of a substantial propor. 
tion of Eire’s banking resources outside 
the country, namely in Ulster and the 
London market. 

The new Central Bank is to be an in- 
stitution wholly owned and controlled 
by the Government. Its capital, fixed 
at £40,000, is to be subscribed by the 
Government and held in the name of 
the Minister for Finance. The paid-up 
capital of the Currency Commission is 
to be returned to the existing sharehold- 
ing banks. The board of the new bank 
is to consist of a governor and not more 
than eight directors. of whom two, at 
the most, may be civil servants. The 
governor is to be appointed by the 
President on the advice of the Govern- 
ment. All other directors are to be ap- 
pointed by the Minister for Finance, 
three of them from a panel prepared by 
the associated banks. The banking di- 
rectors will thus be in a minority on 
the board. These provisions regarding 
the control and ownership of the Cen- 
tral Bank run counter to the recommen- 
dations of the Banking Commission; but 
when the trend is as strongly in the di- 
rection of open and direct state control 
of currency and credit as it is today, it 
would have been surprising if the Cen- 
tral Bank Bill had given expression to 
the classical and orthodox principles of 
central banking “independence.” 

The existing functions, organization 
and staff of the Currency Commission 
are to be transferred in toto to the new 
Central Bank, and it is perhaps permis- 
sible to speculate that Mr. Joseph Bren- 
nan, chairman of the Currency Commis- 
sion since its foundation, will be the 
first governor of the Central Bank. The 
new institution will become responsible 
for the issue of legal tender notes which, 
over a period of years, are to become 
the sole paper currency in Eire. The 
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Consolidated Bank Note issue, which 
even now makes up only about a quar- 
ter of the total currency in issue, is to 
be gradually abolished. As bank notes 
are withdrawn, they will be replaced by 
equivalent amounts of legal tender 
notes, and the whole issue is due to be 
extinguished within twelve years. While 
such notes remain outstanding, each of 
the issuing banks will pay the Central 
Bank a charge of 214 per cent per an- 
num on the notes actually outstanding 
jn its name (at present the charge is 
paid in part to the Currency Commis- 
sion and in part to the Revenue Commis- 
sioners, the latter being calculated on 
the authorized maximum issue). The 
new bank is also to have charge of the 
issue of token coins, and will thus have 
under its responsibility the whole 
mechanism of currency issue in Eire. 
The Bill proposes no alteration in the 
existing provisions for the backing of 
legal tender notes, and it is, therefore, 
to be presumed that at least for the 
time being the currency in Eire will con- 
tinue to be backed in the main by 
sterling bills and securities, apart from 
the comparatively small amount of gold 
which the Currency Commission ob- 
tained before the war. 

In addition to the currency issuing 
functions, the new Central Bank is to be 
given the following powers: : 


(1) To receive non-interest bearing 
deposits from commercial banks and to 
provide for the settlement of clearing 
balances between them. 


(2) To rediscount bills of exchange 
and make advances to banks against 
bills and Government securities. 


(3) To fix and publish discount and 


loan rates. 


(4) To buy and sell Government se- 
curities in the open market. 


The Bill also provides for the li- 
censing of all banks and bankers in 
Eire and for deposits to be made with 


the High Court by all banks. These 
deposits are fixed at £10,000 until 1945 
and thereafter £20,000. The Central 
Bank will, in addition, be given the 
power to investigate the position of hire- 
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purchase finance companies and to ob- 
tain from them such information as 
may be thought desirable. 

It will thus be seen that the new in- 
stitution is to be equipped with much 
of the customary armory of a central 
bank. There are, however, certain in- 
teresting gaps in the familiar list of 
orthodox central banking functions. 
The Central Bank will apparently not 
keep the Government account, nor will 
the deposits maintained with it by the 
commercial banks be compulsory _re- 
serves calculated as a proportion of 
their own deposit liabilities (apart from 
an interesting but as yet undefined pro- 
vision to be mentioned later). It is 
evident, moreover, that the facilities of- 
fered by the Bank for rediscounting and 
the scope available for its open market 
operations will both be limited in the 
extreme. Given the present structure of 
Irish banking assets and the whole eco- 
nomic position of the country, it is in 
London and not in Dublin that the 
mechanism of credit expansion and con- 
traction must be centered for some time 
to come. The new Central Bank is 
likely to be little more than the exist- 
ing Currency Commission under a new 
name; it would be more accurately de- 
scribed by the old-fashioned title of 
Bank of Issue. 

This moderation is no more than a 
reflection of the actual circumstances of 
Irish banking. Eire does not possess 
an entirely autonomous banking or cur- 
rency system—not because of any po- 
litical decisions but simply because of 
the facts of the case. The currency of 
Eire is based on sterling, and it would 
be foolish to base it on anything else. 
So long as the gommercial banks can, 
as at present, obtain Irish currency in 
exchange for sterling, it is difficult to see 
how the necessity for rediscounting with 
the Central Bank could ever arise. 
“Bank cash” in the Irish system is. or is 
obtainable for, sterling, and it is there- 
fore in sterling that the reserves are 
kept. This is recognized by the Gov- 
ernment, for the official explanatory 
memorandum attached to the bill states 
that if no provision is made for the Irish 
banks to maintain minimum reserve 
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balances with the new bank, it is be- 
cause such a move might make for con- 
traction of credit, whereas, in fact, the 
“commercial banks in Ireland are not 
prone to err in the direction of unduly 
expanding credit.” 

There is no suggestion in the Bill that 
any change is contemplated in the pres- 
ent basis of the Irish currency. There 
is, however, another peculiarity in the 
Irish situation. Nearly all of the com- 
mercial banks in Eire have offices and 
transact business also in Northern Ire- 
land, and one of them, the National 
Bank, has an extensive business in Great 
Britain. This, of course, is not unique 
in banking experience. But what is un- 
usual is the lack of balance between 
assets and liabilities inside and outside 
Eire. In the fourth quarter of 1941, 
the eight commercial banks had liabili- 
ties of £161 million but assets of only 
£77 million in Eire; in the United King- 
dom, they had liabilities of £75 million 
and assets of £158 million. This, again, 
is not due to wickedness or past history; 
it simply reflects the inadequacy of the 
means of utilizing funds in Eire and 
the superior attractions of Ulster indus- 
try and the London Stock Exchange and 
money market. The Eireann Govern- 
ment, however, is not satisfied with this 
state of affairs. The memorandum states 
that it is “desirable that the banks 
should increase their investments within 
the state, having regard to the relatively 
large holdings of external as compared 
with internal assets,” and the memo- 
randum goes on to urge the banks to 
assist in the repatriation of external 
assets when times are more favorable 
for such a movement. The Bill makes 
provision for action on the part of the 
Central Bank designed to achieve this 
objective. Whenever the assets of a 
commercial bank held within Eire after 
a date yet to be specified fall below a 
certain proportion of its liabilities in 
Eire, the Central Bank, with the con- 
sent of the Minister for Finance, may 
require the bank in question to make 
with the Central Bank an interest-free 
deposit of a specified amount or to be 
calculated in a specified manner.—The 
Economist. 
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THE ARGENTINE 


Tue Argentine Government is effecting 
economies in foreign debt services, par. 
ticularly on high interest bearing issues, 
by pursuing a policy of sterling debt 
redemption through the utilization of 
blocked sterling balances in London, 
The Ministry of Finance has now de- 
creed the redemption of the balance of 
the 5 per cent Transandine Railway 
bonds repatriated since November 1, 
1941, to 4,100,000 pounds. This total 
is composed of 1,531,700 pounds in re- 
spect to special amortizations and direct 
purchases, while the balance of approxi- 
mately 2,600,000 pounds is roughly the 
total of British holdings of Argentine 
national internal bonds and _ national 
mortgage bonds, which were converted 
late last year. The holders of these 
issues in England, in accordance with 
British Treasury instructions, exercised 
the option for redemption. In addition 
to the foregoing redemptions and spe- 
cial operations, it is pointed out that 
the normal sinking fund retirements re- 
lating to sterling loans during 194] 
have amounted to a further sum of 1- 
700,000 pounds, making a total of 
5.800.000 pounds. 

In November and December last year 
the Argentine Government carried out 
a highly successful conversion of about 
4,000 million pesos of national inter- 
nal and mortgage 5 per cent and 414 
per cent bonds into new taxable 4 per 
cent issues. With the exception of an 
infinitesimal proportion, all of these 
bonds were spontaneously converted. 
The Argentine Federal Government 
throughout the whole of the depression 
and since has met all its obligations on 
both internal and foreign bond issues. 


The Undersecretary of the Argentine 
Department of Finance, C. Alonso Iri- 
goyen, has aiso been made chairman of 
the Interdepartmental Committee on 
Economic Policy. This committee co- 
ordinates the economic activities of the 
various Argentine ministries, such as 
Foreign Affairs, Finance, and Agricul- 
ture. The committee also includes rep- 
resentatives of commerce and industry, 


as well as the War Office and Navy De- 
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partment, with regard to matters of 
national defense. Other functions of 
the committee are the negotiation of 
international trade agreements, the han- 
dling of purchase agreements with other 
countries, and the granting of export 
licenses for strategic materials. 


The annual report of the Argentine 
Central Bank emphasizes the extent to 
which the country’s financial and eco- 
nomic position in regard to overseas 
trade and international payments im- 
proved during 1941. The report men- 
tions among the main reasons for this 
situation increased purchases last year 
of Argentine produce by the United 
States, which rose from 264 million 
pesos in 1940 to 562 million pesos last 
year. These gains coincided with larger 
purchases from Argentina by other 
American countries, which increased 
from 167 million pesos to 216 million 
pesos. These increases, the report de- 
clares, more than compensated for the 
decline in 1941 of Argentina’s exports 
to destinations outside the Americas, 
which fell frem 997 million pesos in 
1940 to 731 million pesos last year. 


Referring to the decline in total im- 
ports—which were 1,086 million pesos 
in 1941 as compared with 1,498 million 
pesos in 1940—the report states that 
the falling off was not attributable to 
any decline in Argentina’s external pur- 
chasing capacity, which actually stands 
very high, nor was it due to exchange 
control restrictions, which were largely 
abolished last year. The reasons given 
for the decline were, first, export re- 
strictions imposed by foreign govern- 
ments, especially the United States, and 
secondly, the scarcity of shipping. 

According to the report. the net fa- 
vorable balance of foreign payments in 
1941 was 472 million pesos as com- 
pared with a negative balance of 65 mil- 
lion pesos in 1940 and a favorable bal- 
ance of 159 million pesos in 1939. The 
report stated that the Central Bank’s 
profit for 1941 amourted to 7.905.022 
pesos as compared with a profit of 
5,504,992 pesos in 1940. 
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PERU 


THe 54th annual report of Banco de 
Credito del Peru has the following to 
say concerning the economic situation 
in Peru: 

“Asain, the twelve months under re- 
view have passed in the midst of grave 
international events which culminated 
in the American Continent becoming in- 
volved in the war during the last few 
weeks of the year. In view of the dif- 
ficulties in finding a market for some 
of its basic products, the country has 
developed new and promising crops, 
has raised the standard of living to a 
level compatible with war conditions, 
and continued with renewed impulse 
its most important public works and 
its gradual industrialization. If we 
consider that although no artificial 
measures of exchange control have been 
established at any time, yet the quota- 
tion of the sol remained throughout the 
year at S/. 6.50 to the dollar, the sta- 
bility of the country’s economy, as a 
decisive proof of its vigorous constitu- 
tion and organic resistance, must leave 
us well satisfied. 

“Although it occurred after the pe- 
riod covered by this report, it is our 
pleasant duty to mention the happy 
solution of the frontier problem with 
the Republic of Ecuador. The success- 
ful result, which has received the unani- 
mous applause of the whole country. 
was the logical outcome of the correct, 
firm and patriotic attitude of our Gov- 
ernment. 

“As a whole, we may rightly say that 
the road followed in 1941, in conjunc- 
tion with the well-planned measures 
adopted to smooth out that which we 
must take in 1942, allow us to look 
forward serenely to the times to come. 
Without doubt, it will be one of the 
most difficult years: but the difficulties 
will be mastered, as others which ap- 
peared equally menacing, have been 
mastered; and in overcoming them, 
Peru will take another step forward on 
the upward road.” 

The report states that profits realized 
in the year under review (1941), after 
providing for the total amortization of 
all disbursements made during the year 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THIS book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


Bankers Publishing Co., 
| 465 Main Street, Cambridge, Mass. 
| Please send me on approval a copy ot | 
| “RFC Loans to the Railroads” by Herbert | 
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in buildings, furniture, fittings, bad 
debts and provisions, amounted to 
S/. 2,900,389.72. Undistributed profits 
from previous years amounted to S/, ],. 
697,408.69, making a total of S/. 4. 
597,798.41. The dividend was main. 
tained at 10 per cent. 

The balance sheet for December 3], 
1941, shows total assets amounting to 
S/. 509,061,418.48; capital, S/. 10,000,- 
000; reserves, S/. 14,847,408.69; de. 
posits, S/. 195,697,459.80. 

During the year, additional branches 
were opened at Huaral, Paita and Sul- 
lana. Two new agencies were opened 
at Lima. 

An important event of the year was 
the change in the bank’s name from 
Banco Italiano-Lima to Banco de Cre- 
dito del Peru. For details of this 
change, see the BANKERS Macazine for 
March, p. 235. 


—_— 


CHINA 


Tue Export-Import Bank of Washing- 
ton approved on December 13, 1938, a 
loan of $25,000,000 to the Universal 
Trading Corporation, a Chinese-owned 
concern, upon an agreement that China 
would export wood oil to this country 
and apply one-half of the proceeds of 
each shipment toward payment of the 
loan. Approximately $22,000,000 was 
advanced by the bank, and the entire 
amount has been paid from the proceeds 
of the wood oil exported to this country. 

The deliveries of wood oil, in quan- 
tities more than sufficient to repay the 
loan, have been made by the Chinese 
people under the most trying and diff- 
cult circumstances. Their splendid ef- 
forts not only indicate China’s deter- 
mination to meet its financial obliga- 
tions but afford also potent evidence of 
the courage and resourcefulness of the 
Chinese people in the face of tremen- 
dous hardships. 

The Secretary of Commerce has been 
advised by Ambassador Hu Shih that 
the Universal Trading Corporation still 
has a substantial amount of wood oil 
on hand in the United States and that 
more is en route.—Foreign Commerce 


Weekly. 
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Current Conditions in Canada 


ISCUSSING general conditions in 
D Canada in its Monthly Commer- 

cial Letter for April, the Canadian 
Bank of Commerce says: 

“Industrial activity in Canada, as 
measured by our monthly index, re- 
mained unchanged at mid-March at 164 
(1937 = 100), “while the percentage of 
current factory capacity utilized fell 
from 116 at mid-February to 115, the 
difference being accounted for by par- 
tial operation of some new capacity. 
mainly in the heavy industries. 

“The iron and steel trades recorded a 
further increase in activity, the general 
rate being about 36 per cent above that 
in March, 1941, with the largest in- 
crease for thé past month occurring in 
the heavy section, now concerned chiefly 
with government orders. Slight de- 


clines in the medium and light sections 
and in the automotive trades indicate a 
further restriction of civilian goods not 
yet fully offset by war output. 


“Foodstuffs declined moderately, but 
not below the level of a year ago, the 
main recessions being in cereals, con- 
fectionery and canned goods. Only 
leather footwear, men’s furnishings and 
women’s clothing. 

“Our wage pay roll index for Febru- 
ary was 178 (1937 — 100) compared 
with 185 for January and 141 for Feb- 
ruary, 1941. The decline from Janu- 
ary was due to the fewer working hours 
in the month, but compared with Febru- 
ary a year ago manufacturing pay rolls 
record an increase of 31 per cent. and 
all pay rolls one of 26 per cent. These 
increases, however, are less than those 
of February, 1941, over the correspond- 
ng month of 1940, namely 40 and 33 
per cent, respectively. In fact, the 
monthly rate of increase over the pre- 
vious year, which rose in the autumn 
of 1940 and reached its height in the 
late spring and early summer of 1941 
(namely 50 per cent for manufacturing 
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pay rolls and 45 per cent for those of 
all industries and trades) has since 
tapered off, until it is now more in line 
with the similar long-term increase in 
employment, largely the result of gov- 
ernment wage regulations. The diver- 
sion of some labor to the more highly 
paid heavy industries, however, natu- 
rally tends to increase the general wage 


~rate.” 


The Wheat Problem 


From the standpoint of the wheat 
farmer, the government’s wheat policy 
for the coming crop’ year represents a 
substantial improvement over that of 
the present crop year, says the current 
Monthly Review of The Bank of Nova 
Scotia. 

On the basis of the advance in the 
initial price from 70 cents to 90 cents 
per bushel and of the increase in 
permitted deliveries from 223,000,000 
to 280,000,000 bushels, the potential 
farm income from Prairie wheat 
during the coming crop year is 
$205 millions. When estimated fed- 
eral payments under the Wheat Acre- 
age Reduction Act and the Prairie 
Farm ‘Assistance Act are added in, the 
maximum possible income from wheat 
in 1942-43 would reach about $235 
million. This compares with an esti- 
mated actual income in the present 
crop year of $166 million (of which 
some $60 million is direct federal as- 
sistance), about $240 million in 1940- 
41, and an average of $166 million in 
the four years from 1936 to 1939. It 
should be noted, however, that this im- 
provement is potential rather than as- 
sured because, though the higher price 
is established, there can be no cer- 
tainty that deliveries will reach the per- 
mitted total. 

In addition to assisting the farmer 
in areas mainly dependent on wheat, 
the government’s policy is designed to 
encourage the shift away from wheat 
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toward other crops which are urgently 
needed in the war-time agricultural 
program. Wheat deliveries are still lim- 
ited and there are the acreage reduction 
payments of $2 per acre which, since 
they are based on 1940 acreages, will 
in large part be paid for keeping wheat 
acreage down to the reduced 1941 level. 
“Floor” prices have also been estab- 
lished for barley and oats, and this 
factor combined with the relatively high 
prices for livestock and livestock prod- 
ucts provide considerable incentive to 
maintain and to increase the output of 
coarse grains. 

The continued limitation on wheat 
deliveries and the goverrment’s ex- 
pressed desire to keep wheat acreage 
from expanding are, of course, related 
to the surplus problem both here and 
elsewhere. The estimated Canadian 
carryover on July 31 next is about 400,- 
000,000 bushels, which though lower 
than the 480,000,000 on July 31, 1941, 
is still extremely large. It would ap- 
pear that the present policy is to relate 
wheat deliveries and production to pro- 
spective current demands and to regard 
the 400,000,000-bushel carryover as a 
war reserve stock. 

The Review points to several reasons 
for keeping a war reserve stock. It 
goes on to say, however, that Canada is 
not the only country with a large sur- 
plus and quotes a preliminary estimate 
by “Wheat Studies” that the total car- 
ryover of Canada, the United States. 
Argentina and Australia will be around 
the prodigious figure of 1,370,000,000 
bushels at the end of this crop year. 
This is equivalent to about three times 
the average annual exports of the four 
major exporters in the five years prior 
to the war. 

The Review discusses briefly the 
wheat policies of the United States, Ar- 
gentina and Australia. Like Canada, 
they have all had to cope with a prob- 
lem of depressed income for their wheat 
growers and also with a serious prob- 
lem of storage. The problem of pro- 
tecting the wheat grower from the 
financial consequences of the surplus 
situation has been met in Argentina, 
as in Canada, by government-guaran- 


teed minimum prices, and recently Aus. 
tralia has adopted the same principle, 

The United States has gone farthest 
of all, establishing the principle of giy. 
ing “parity” prices—prices based on 
the buying power of wheat in 1909-14, 
This policy has in effect divorced the 
wheat producers of the United States 
from the international market and that 
country appears to have accepted the 
responsibilities, financial and otherwise, 
of adjusting its wheat production to a 
program of relative self-sufficiency. 

Comparisons of prices received by 
farmers in the four countries cannot be 
taken as giving more than a rough im- 
pression. It is quite clear, however, 
that those of the United States top the 
list: the “farm loan” price plus the ad- 
ditional bonuses for cooperation in 
acreage control come to around $1.25 
per bushel, Canadian funds. The com- 
parable Canadian price, as established 
for the coming season, is a little over 70 
cents at the farm plus additional pay- 
ments for acreage restriction which can- 
not be reduced to a per-bushel basis. 
Australia and Argentina come below 
the two North American countries: the 
Australian guaranteed price works out 
to somewhat less than 60 cents at the 
farm and the Argentine price to some- 
thing under 50 cents. 

On the fundamental question of crop 
restriction, the Review states that Can- 
ada and the United States have gone 
farther than Australia and Argentina. 
Canadian payments for wheat acreage 
reduction and the limitation of deliv- 
eries stimulated a sharp reduction in 
Prairie acreage last year, from around 
29,0000.000 acres in 1940 to around 
21,000,000 in 1941. In the United 
States, wheat benefit payments have 
been conditional on limitation of acre- 
age and growers are now subject to a 
penalty of 49 cents per bushel for “ex- 
cess” wheat sold or fed: the consequent 
reduction in acreage has been great— 
from a peak level of around 80,000.000 
acres in 1937-38 to an estimated 55, 
000.000 in 1941-42. In Australia, 
growers are restricted to authorized 
acreages based on sowings for three or 
four previous years, and must also agree 
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to cut as hay any acreage later speci- 
fied by the government. In Argentina, 
wheat purchases from producers are 
contingent on an agreement not to in- 
crease their acreage for the present 
crop and later, if ordered, to reduce it 
10 per cent. 


Bank of Montreal 


The Monthly Letter of the Bank of 
Montreal, dated April 23, comments as 
follows on Canadian industrial expan- 
sion: 

“Canadian munition industries show 
continued expansion. Expenditures by 
the Department of Munitions and Sup- 
ply on Canadian, United Kingdom and 
other account, dating from July 14, 
1939, had reached an estimated figure 
of $3,447,269,253 by March 31 of “this 
year. On this country’s own account 
contracts were placed up to. a total of 
$2,047,115,109, although some of this 
money is chargeable to other Empire 
countries under the air training plan. 
Contracts awarded by the Civil Avia- 
tion Division of the Department of 


Transport for airport construction and 
land purchase under the British Com- 


monwealth Air Training Plan are in- 
cluded in the figure given. Eleven 
plants manufacturing guns, small arms 
or mountings, have come into produc- 
tion this year, and Canadian-made guns 
have been shipped to the fighting zones. 
Thirteen Canadian yards are to build 
172 cargo ships, of which 18 will be of 
the 5,000-ton class and 154 of the 10.- 
000-ton class. Already 58 keels have 
been laid. The total program, includ- 
ing corvettes and other vessels. calls for 
an expenditure of $500.000,000. Com- 
mitments to furnish large supplies of 
aluminum to the United States have 
been responsible for such an expansion 
of the aluminum industry in Canada 
that its capacity has temporarily run 
ahead of the hydro-electric power avail- 
able for its operations. 

“As the demands of industry increase, 
the government is tightening its pri- 
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ority and rationing measures and ex- 
tending their scope. Restrictions upon 
the manufacture of articles for which 
metals are required have been enlarged. 
The Japanese conquest of Malaya has 
made tin particularly scarce, and during 
the coming canning season tin contain- 
ers will be available only for foods 
which cannot be packed in any other 
type. On April 1 there were imposed 
restrictions upon the use of new wool 
which limit the quantities of it avail- 
able to textile mills to scales varying 
between 30 per cent and 60 per cent of 
the 1941 level. More than 300 addi- 
tional commodities have been placed 
under strict export regulations for the 
purpose of conserving essential Cana- 
dian supplies of raw materials. In the 
domestic field, restrictions affect house- 
hold appliances, wearing apparel, some 
transportation, the telephone service, 
and a very large number of commodi- 
ties, but there is evidence of a wide- 
spread disposition on the part of the 
public and on that of non-essential 
business to codperate in every way pos- 
sible. Meanwhile the government has 
announced the details of its program of 
national selective service, which will 
be administered by regional officers. 
The age limit for calling up for mili- 
tary training has been raised to 30 years 
and the trainees will henceforth be 
selected by lot. A registration of all 
employes is to be taken under the di- 
rection of the Unemployment Insurance 
Commission and there is established a 
schedule of restricted occupations in 
which physically fit men between the 
ages of 17 and 45 cannot take employ- 
ment, while there are provisions for the 
compulsory release by employers of 
employes needed in essential war indus- 
tries and for their’ subsequent reinstate- 
ment in their old jobs. There are also 
being organized personnel management 
classes to prepare men for posts in es- 
sential industries; also a plan of cam- 
paign for introducing many more 
women into industry and commerce in 
order to set men free for essential work.” 





BOOKS for 
BANKERS 


Brief Reviews 


THE STRENGTH OF Nations. By George 
Soule. New York. The Macmillan 
Company. 1942. $2.50. 


THE world today is puzzled and dis- 
couraged. It is suffering from diseases 
of society like depressions and unem- 
ployment, war and domestic violence, 
dictators and calculated barbarism. 
Thus, people are as skeptical of new 
faiths as of old ones. 

We need to gain reliable knowledge 
as a basis for action. We realize that 
science has given us material things; 
physics and chemistry provide us with 
mechanical marvels. We need a similar 
knowledge of man and his behavior. 

This book attempts to illuminate some 
of the problems of economics and poli- 
tics by the recent advances in the 
knowledge of psychology and psychia- 
try. It is a study of the social sciences. 

Many comments have been made on 
this book by authoritative people. They 
say that “The Strength of Nations” is 
one of the few books to move away from 
the plain works of economics, politics 
and psychology, and make the effort to 
see the sciences as a whole. This book 
will bring about a better understanding 
of the present evolution of our economic 
system because it is discussed from such 
a different point of view. 

The chapter heads are: In the be- 
ginning; science to the rescue; the 
order of the sciences; what a piece of 
work is a man; man as a dynamic organ- 
ism; human nature and economics; why 
totalitarian revolutions fail; new views 
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of our economic habits; dynamic society 
and its sciences; the problem of values; 
and the indications for action. 


CanaDA Moves NortH. By Richard 
Finnie. New York. The Macmillan 
Company. 1942. $3.50. 


Tuis is a very authoritative and timely 
book on the Northwest Territories. The 
author has first-hand knowledge, and 
the ability and freedom to tell this story 
of the Northwest—for he is a Northener 
by birth and an explorer and student of 
the Canadian Arctic and sub-Arctic since 
1924. 

Most Canadians and nearly all Ameri- 
cans today think of the Arctic and the 
sub-Arctic only in terms of eternal snow 
and ice and fur-clad Eskimos. They are 
ignorant of the fact that white men and 
women are carving out careers there 
without enduring the traditional hard- 
ships of explorers. 

Fur is no longer the chief product of 
the Northwest: millions of dollars’ 
worth of gold and radium are being 
shipped south, oil and gasoline from the 
continent’s northernmost refinery are 
turning the wheels of subpolar industry 
and transportation, while widespread 
deposits of copper and zinc and other 
important base metals may soon be 
mined. Water power has been harnessed, 
and the silences of the High North are 
being shattered by the motors of air- 
planes, power boats, tractors and mills. 

Because cf the increasing population 
and a pressing demand for metals today, 
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Canada must focus its attention on the 
North. The Northwest Territories loom 
large in the picture of Western Hemis- 
phere defense, flanked on the west by the 
Yukon and Alaska and on the east by 
Greenland and Iceland, while to the 
north—over the Polar Sea—lies Asia. 
Here is the future aerial crossroads of 
the world. 

Mr. Finnie has drawn aside the veil 
of ignorance and confusion which has 
covered this vast North, and has revealed 
its history, its present status and _ its 
potentialities. The book is profusely 
illustrated with his own documentary 
photographs. 


THE MAKING OF Tomorrow. By Raoul 
de Roussy de Sales. New York City. 
Reynal & Hitchcock, Inc. 1942. $3.00. 


“Not since Lord Bryce’s “American 
Commonwealth” has there been a scru- 
tiny of our American way of life com- 
parable to that which Raoul de Roussy 
de Sales has compressed within his 
forthcoming volume, “The Making of 
Tomorrow.” So says the Atlantic 
Monthly in introducing a chapter from 
this book which appeared in that maga- 
zine before book publication. 

“The Making of Tomorrow,” written 
with the vision and understanding of a 
truly brilliant interpreter, attempts— 
and with great success—to draw to- 
gether the various ideas and_ ideals 
which go to make up our scheme of 
thinking and the way they have grown 
to their present state. By doing this, 
the author has pointed out certain sig- 
nificant trends for the future which all 
of us, if we are to survive, must consider. 

This work is the result of many years 
of thought and experience both abroad 
and at home. It is an analysis of the 
way of life of the whole Western world 
which is now at war with the totalitarian 
states. Knowing England well. along 
with France and America, Mr. de Sales 
has given here an unforgettable picture 
of the modern democracies and the ideas 
which control their being. 

The book ranges over the subjects of 
nationalism, the trend toward collec- 
tivism, the opposition to war, the folk- 


THE BANKERS MAGAZINE for May, 


lore of democracy, Germany, and finally 
America in the world picture. 

“Out of the combination or opposi- 
tion of nationalism, collectivism, and 
pacifism, wars and revolutions are 
born,” says the author. “These three 
forces run, like threads of three differ- 
ent colors, through the conscious or un- 
conscious thoughts of men whenever 
they consider the world around them 
and their relation to it.” 


AmerIcA IN THE New Paciric. By 
George E. Taylor. New York. The 
Macmillan Company. 1942. $1.75. 

“No one can say what will come out of 

the war. But an analysis based on 

social and economic trends is valid for 
more than one passing moment,” says 
the author of this book, who is now with 
the Institute of Pacific Relations. He is 
a writer and student of Far Eastern 
affairs and has a wide background for 
the interpretation of America’s position 
in a drastically changing Pacific. 
Although Mr. Taylor cannot foretell 
the future in detail, he interprets the 
revolutionary changes in the Pacific 
which the attack on Pearl Harbor pre- 
cipitated, and defines the possible alter- 
natives, and describes the forces which 
are to determine what that future will 


be 


George Taylor has lived, taught, and 


traveled throughout the Orient. He 
knows that the issue is between the 
American program for Asia and the 
Japanese program. He knows the 
influence which the Americans must 
exert to win the war of the Pacific. 

The chapter headings are: Our 
struggle with Japan; America in Asia; 
the United States—a Pacific power; 
Japan—a planned empire; western em- 
pires and subject peoples; China as an 
ally and Asia for whom? 


THe Roap We ARE TRAvELING 1914: 
1942. By Stuart Chase. New York. 
The Twentieth Century Fund. 1942. 
$1.00. 

Wuat will happen to you when the war 

ends? 

This question is vitally important, for 
the things men live by are the things 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 

Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLITZ tincuaces 
LANGUAGES 
New York 630 Fifth Ave. 

International Bldg., Rockefeller Center 
BrRookLyNn 66 Court Street 
BALTIMORE Baltimore Life Building 
| ERR a Se) 140 Newbury St. 
BUFFALO .... ‘ Rand Building 
Cuicaco ...30 North Michigan Avenue 
CLEVELAND ......... .....Leader Buiiding 
DETROIT . Whitney Building 
NEWARK . ‘ 790 Broad St. 
PHILADELPHIA ........ ....266 S. 15th Street 
PITTSBURGH Grant Building 
San Francisco ....209 Post Street 
WasurncrTown......Hill Bldg., 17th & Eye Sts. 


men fight for. A crucial part of win- 
ning the war is to hold out to our people 
the kind of abundant, democratic future 
that modern man and modern technology 


can build. 

“People have asked me,” says Mr. 
Chase, “‘Why think about postwar 
problems now? We haven’t won the 
war yet!’ I believe we are more likely 
to win the war if we have a clear idea 
of goals for the peace. Men fight better 
when they know for what they are 
fighting.” 

The author says that the United States 
may come out of this war the strongest 
nation on earth. To be worthy of that 
strength, we must look ahead, and take 
the lead in plans for permanent codpera- 
tion among the peoples of the whole 
world if that be possible. 

“The Road We Are Traveling” is the 
first of a series of six books being pub- 
lished under the general title “When 
the War Ends.” They are being pub- 
lished as special reports to The Twen- 
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tieth Century Fund, an institute fo, 
scientific research in current economic 
problems. 


AN INVESTMENT PoLicy FoR A Pertop 
oF Economic AND SociaL CHANce, 
By Douglas T. Johnston & Co., Ine, 

Published for pri- 


Pp. 54. 1942. 

vate distribution. 
THE authors, who are investment coun- 
sel, stress the principle of sound and 
adequate diversification as applied in a 
halanced portfolio. A broad concept 
of diversification, it is pointed out, ne. 
cessitates the avoidance of concentra. 
tion of funds in securities of a limited 
number of companies, as well as the 
spreading of assets in different types of 
securities. 

The desirable objective, it is ob- 
served, is to provide protection against 
the cyclical and long-term factors af- 
fecting security prices generally, as 
well as to secure an opportunity to se- 
cure the greatest possible benefits from 
these forces. Thus, the investment fund 
must include assets chosen for relative 
market stability, as well as securities 
selected primarily for income and ap- 
preciation which are less stable mar- 
ketwise. Also of great importance is 
the necessity of exercising positive con- 
trol over the proportions of the fund 
invested in these main groups of assets. 
These proportions must be modified 
with changing conditions so that the 
fund may be kept in balance with the 
shifting economic scene. 

Illustrations in the way of tables and 
charts are both informative and instruc- 
tive in depicting the investment pro- 
gram suggested. 


Branco BaNnkinc. By John M. Chap- 
man and Ray B. Westerfield. New 
York: Harper & Brothers. 1942. 
$4.50. 


One of the significant developments in 
commercial banking in the United 
States during the past two decades has 
been the expansion of branch banking. 
It has gained increasing public appre- 
ciation due in part to the extensive a 

successful branch banking  develop- 
ments in California and in the North 
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west. Staggering losses by bank de- 
ositors and shareholders from 1920 to 
1933, when half the banks of the coun- 
try failed, has accelerated the expan- 
sion of branch banking. 

This book was prepared by two ac- 
knowledged experts in response to grow- 
ing public and professional interest in 
this subject and to provide a definite 
answer to the vital question: Which sys- 
tem, the unit or branch banking sys- 
tem, will give the most convenient, ade- 
quate, safe and complete banking fa- 
cilities ? 

The authors trace the history of 
branch banking, show how it was re- 
placed by unit banking after the Civil 
War. why it made its reappearance 
after 1900, and discuss its scope, its 
success in California and the North- 
west, its problems of internal and pub- 
lic supervision, and how it can be used 
to improve our banking system. Out- 
standing foreign authorities describe 
the experience of Canada, England. and 
the Continent. The authors of these 


special chapters are able and _ recog- 
nized in their respective countries. and 
present an unbiased discussion of de- 


velopments in these countries without 
trying to draw any conclusions regard- 
ing the feasibility of adopting such a 
system in the United States. 


Rand McNatty BANKERS DIRECTORY: 
First 1942 Edition. Chicago: Rand 
McNally & Co. 1942. Pp. 2592. 
$15. 

SoME interesting facts are revealed by 

a comparison of the consolidated state- 

ments of all American banks. as pre- 

sented in the First 1942 Edition, just 
published. 

For example. there are five states 
which lead in both total deposits and 
total loans, but they do not classify in 
the same order under both headings. 

The order of greatest deposits is: 1. 
New York: 2. Pennsylvania: 3. Illinois: 
4. California: 5. Massachusetts. But. 
the order of greatest loans Papp total dol- 
las) is: 1, New York: 2. California: 
3.:Massachusetts: 4. de span 5. 
Illinois. 

Massachusetts and California banks 
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1942 


are evidently doing a better job of lend- 
ing than Pennsylvania and _ Illinois 
banks. As a matter of fact, they are 
also doing better than New York in 
proportion to deposits. 

Massachusetts leads, 
42.04 per cent of deposits. 
comes second in percentage, having 
loaned 41.3 per cent of deposits. New 
York is third with 31 per cent loaned. 
Pennsylvania is fourth with 29.6 per 
cent, and Illinois is fifth with 24.8 per 
cent. 

These percentages are based on the 
total deposits, and the total loans of all 
banks in these five states. 

The variation in the number of banks 
is interesting, for it shows an increase 
in branches and a decrease in head of- 
fices. There are seven more branches 
of national banks at the beginning of 
1942 than there were as of June 30. 
1941, and there are 16 more branches 
of state banks. 

However, there are 13 fewer branches 
of other banks. so that there is a net 
gain of branches of 10. 

There is a loss in head offices, how- 
ever, of 16 national banks, 30 state 
banks, 5 private banks, and 19 other 
banks. Thus, we have a net loss of 
banking offices of 60. 

Examining the semiannual consoli- 
dated statements for the last few years, 
in The Blue Book. we find that there 
has been a decline of capital every six 
months since June 30, 1935. There 
has been an increase in surplus since 
June 30, 1939. There has been an in- 
crease in deposits since June 30, 1936. 
There has been an increase in total re- 
sources since December 30, 1936. 

Government securities owned have a 
total larger than shown in the table for 
any year. the banks now holding 
$25.440.712.000 worth. 

Other securities have 
in the last six months. 


having loaned 
California 


gained slightly 


BOOKLETS 


Peace. By Robert S. 
2630 Erskine 


Over Oxe Hope or 
Aspinwall. Detroit, Mich.: 
Street. Pp. 63. 

Tue acrnor believes that the —_ war 

is a struggle for raw materials—that the 
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problem of war can only be solved by insti- 
tuting free trade between nations, making 
these resources available with equal fairness 
to all buyers. “In order to achieve free 
trade,” he writes, “we must eliminate our 
inordinate frugality, a factor that breeds a 
one sided exchange impelling us to sell but 
not to buy, for the growing and vital eco- 
nomic interdependence of the world makes 
it mandatory for nations to buy so that 
other countries can obtain the goods they 
need.” 


Donald 
Affairs 
Pp. 32. 


GoveERNMENT UNpeER Pressure. By 
C. Blaisdell. New York: Public 
Committee, 30 Rockefeller Plaza. 
10¢. 

More Facts, in the opinion of the author, 
particularly facts relating ot our economic 
life, are needed to counteract the growing 
influence of pressure groups on government 
policy. Pressures exerted by farm, business, 
and labor groups designed to “extract what 
they consider a ‘living wage’ from the pub- 
lic” raise important issues when the nation’s 
security is at stake. 


New York Stock Excuance 1942 Year 
Book. New York: Department of Public 
Relations, New York Stock Exchange. 
Pp. 49. 

THIs BOOKLET contains a collection of useful 
information about the New York Stock Ex- 
change and its members. Some of the in- 
formation given includes: Membership table; 
solvency record; membership prices; oldest 
memberships; monthly stock volume and 
market value; reported volume of trading; 
annual totals of listed issues, etc. 


BistiockaPHy oF Histories oF 
Banks. By John A. Muscalus. 
town, Penn. 717 Marshall Street. 
1942, 50¢. 

Tue Pvrpose of this publication is to present 

a bibliography of the histories of specific 

banks that have been published in book or 

booklet form as histories of the particular 
banks and not as comprehensive treatments 
of banks in general or of the banks of a cer- 


SPECIFIC 
Norris- 
Pp. 16. 


Interested in 
banking books? 


Send for our complete 
catalogue 


Bankers Publishing Co. 


465 Main Street 
CAMBRIDGE. MASS. 


tain area. These histories are in general, 
privately printed, in booklet form, and are 
mostly commemorative of one hundred or 
more years of banking history. Students of 
American banking history will find this list 
of great value. 


Berrer Banxk LeETrers. 
The Todd Company. 


Rochester, N. Y, 
Pp. 14. 

Tue Banker who writes successful letters 
to customers is put under the microscope 
and his letter-writing technique analyzed 
with appropriate “do’s” and “don'ts” in this 
new booklet. It is intended to improve cus- 
tomer-banker relations by helping the 
banker write letters that will build his 
business. Based on an exhaustive analysis 
of actual bank correspondence, the booklet 
deals with such subjects as the value of 
direction; the pleasant suggestion vs. the 
military order and the stilted phrase; the 
value of small words in preference to big 
ones, etc. 


Feperat Crop InscuraANce IN OPERATION, 
By J. C. Clendenin. Palo Alto, Calif. 
Stanford University . 1942. Pp. 62. $1.25. 

Ont or a series of Wheat Studies of the Food 

Research Institute, this booklet states that 

“three years of Federal all-risk wheat crop 

insurance have demonstrated the attractive- 

ness of such insurance to a _ substantial 
number of farmers. The insured percentage 
of the acreage seeded was between 17 and 

18 per cent in 1940 and 1941, and will be 

larger in 1942. Careful review and 

appraisal of the experience reveal that the 
venture still faces problems involving both 
general policies and operating techniques. 

Justification for indefinite continuance and 

expansion awaits the solution of these prob- 

lems.” 


PAPERS AND PROCEEDINGS OF THE Firty- 
Focrrn ANNUAL MEETING OF THE AMER- 
1cAN Economic Association. Evanston, 
Ill. American Economic Association, 
Northwestren University. Pp. 534. $1.25. 

ProsLeMs OF an economic nature connected 

with the War are discussed in many valu- 

able papers presented at the fifty-fourth 
annual meeting of the American Economic 

Association. Of special interest to bankers 

are two on the banking system: “The Im- 

plications of Fiscal Policy for Monetary Pol- 

icy and the Banking System,” by John H. 

Williams and “Government Loan Agencies 

and Commercial Banking,’ by Neil H. 

Jacoby. 


Your Lire Insurance 1N Wartime. New 
York: Metropolitan Life Insurance Com- 
pany. Pp. 24. 

Tus 1s a report on the 1941 operations of 

the company but also contains an interesting 

discussion of life insurance in wartime which 
should be of interest to any life insurance 
policyholder. 
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Chase National Largest Bank in 
English-Speaking World 


HE Chase National Bank of New 

York, with deposits of $3,534,960,- 

617, is the largest bank in the Eng- 
lish-speaking world according to the 
16th edition of “The Deposit Liabilities 
of One Hundred and Fifty of the Largest 
American, British, Colonial and Do- 
minion Banks,” a brochure annually 
compiled and just released by California 
Bank, Los Angeles. 

National City Bank, New York, with 
deposits of $2,.878.821,222. is second 
followed by Midland Bank Ltd., Lon- 
don, with deposits of $2,771,331,183. 
and Barclays Bank Ltd., London, with 
deposits of $2,600,976,741. Of the first 
10 banks, 5 are American and 5 are 
British. The combined deposits for all 


banks in the brochure total $63,792.- 
966.738, or 90 per cent in excess of the 
depression low point of $33,523.082.172 


in the 1933 issue. 
Hundred Banks Are American 


One hundred listed banks. with 
aggregate deposits of $39,461.652.391. 
are American; they are located in 26 
states and the District of Columbia. 
Twenty-seven are in New York, 11 in 
Pennsylvania, 10 in California, 8 in 
Ohio, and 5 each in Illinois, Massachu- 
setts, and Missouri. New York City, 
with 21 banks and $18,815,661, 157 in 
deposits, leads the American cities and 
is followed by Philadelphia and San 
Francisco with 6 banks each, Boston, 
Chicago, and Pittsburgh with 5 each, 
and Los Angeles with 4. 

The British banks, numbering 50, with 
deposits of $24,331,314,347, are located 
in all parts of the Empire. England has 
22 banks or head offices. Canada and 
Scotland 8 each, Australia 5, Ireland 
and the Orient 3 each, and New Zea- 


land 1. London, with 17 banks and 
$15,216,017,485 in deposits, heads the 
list of British cities. Edinburgh, with 
5 banks, is next followed by Toronto 
with 4 and Manchester, Montreal and 
Sydney with 3 each. 

In the 10-year period since the Janv- 
ary 1, 1932, issue, the 150 largest com- 
mercial banks throughout the United 
States and Great Britain have gained 
$25,000,000,000 in deposits, and the 
average deposits per bank have in- 
creased from 257 million to 425 mil- 
lion. The earlier booklet listed 9 bil- 
lion-dollar banks, 4 American and 5 
British, and 98 banks each with depos- 
its over 100 million dollars. The cur- 
rent issue shows 15 banks, 9 American 
and 6 British, in the billion-dollar 
group. and 144 banks with deposits 
exceeding 100 million dollars. 


80% Over Fifty Years Old 


It is interesting to note that 130, or 
86 per cent, of the 150 banks have been 
in existence 50 years or more, and of 
these. 49 banks (20 American and 29 
British) are over 100 years of age. 
Coutts & Company, founded 250 years 
ago in 1692, is the oldest British Bank, 
and the Bank of New York. opened in 
1784, is the oldest American bank. 

The deposits of the American banks 
are as of December 31, 1941, and of the 
other banks, from latest statements 
available. converted at the exchange 
rates prevailing at December 31, 1941. 
The list does not include the deposits 
of purely savings institutions. 

California bank distributed the bro 
chure internationally to bankers, embas 
sies, consular agents, and business men 
engaged in the various types of foreign 
commerce. 
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Central Trust Advertises a Budget 
Control Plan 


N local newspapers the Central Trust 

Company, Cincinnati, recently ad- 

vertised “‘a new step in banking that 
enables you to pay taxes and insurance 
in stride.” “You can march right 
through the next 12 months,” it went 
on, “with your heavy, foreseen ex- 
penses under full control—by using the 
Central Trust Company’s new Budget 
Control Plan. This is a new, a better 
way for you to level off troublesome 
peaks at low cost.” 

Here’s how the plan works as de- 
scribed in the bank’s own words: 


“First figure the amount of cash you 
are going to need for taxes, insurance. 
and other future expenses—such as 
home repairing or furnishing, which 
you can foresee. Then figure out for 
yourself whether or not you will have 
trouble meeting these obligations when 
due. Or if you have a reserve to meet 
these expenses but would like to retain 
some cash for unexpected emergencies 
—then arrange for a Budget Control 


Plan. 

“Just bring the figures showing your 
money needs, to any of the eleven Cen- 
tral Trust Offices, and arrange for a 
plan to pay these expenses monthly. 
Thereafter, throughout the year. you 
will receive from the Central Trust 
Company, at agreed-upon dates, checks 
for the total amounts due for taxes, 
insurance, and other obligations which 
are to be met at about that time. 

“In this way you will be able to pay 
taxes and insurance when due. without 
straining to the point where your per- 
sonal efficiency suffers. You can budget 
your earnings and pay the bank for 
your total requirements in regular 
monthly payments. And charges will 
be made only for the cash actually 
advanced. 


“Of course your case may be differ- 
ent, but here’s how the Budget Control 
Plan worked out for Mr. Smith. He 
brought in figures showing that his 
taxes and insurance requirements for 
the year amounted to $700. After set- 
ting up the Budget Control Plan for 
Mr. Smith, it was figured that the year’s 
cost of the Plan in his case was only 
$15. And Mr. Smith found that by 
using the Plan to pay his insurance 
premiums annually instead of quar- 


BUDGET CONTROL PLAN 
WORK SHEET 


For Estimating Your Future Cash Needs During the 
Next 12 Months. 


—Such as TAXES (income, Real Estete, Intangible) 
Insuronce Premiums ond other Foreseen Obligations. 


Now List Your Tax Obligations and Insuronce Pre- 
miums According to the Month They Foll Due .. 


Take This Work Sheet to Your Neorest Central 
Trust Office and Ask a Centro! Trust Officer for 
on Estimate of the Cost of the Budget Control 
Pion Based upon Your Cash Needs for the Next 
12 Months. 


THE CENTRAL TRUST COMPANY 
CINCINNATI, OHIO 


Copyrght, 1942— The Consral Trest Compeny 
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The 
Federal Reserve Bank 
of Boston 


By 
JosePH H. TaGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 


ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Federal Reserve Bank of Boston” 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 


Union Trust Company of Pittsburgh 


terly he saved almost the entire cost 
of the service. 

“What is the cost of the Budget Con- 
trol Plan serevice? The cost is low in 
all cases—but is lower in some in- 
stances than in others. The cost varies 
according to the dates on which the 
bank advances the sums of money re- 
quired, with a minimum fee of $10 for 
a year’s service. Most persons will be 
astonished and gratified with the bene- 
fits obtained at low cost through the 
Budget Control Plan as it works out in 
each individual case.” 

In addition to newspaper advertising, 
the Plan was promoted by a letter sent 
to the bank’s mailing list with an at- 
tractive two-color folder describing the 
plan and citing several different exam- 
ples of how it would operate in the 
case of individuals in various income 
groups. With the letter was also en- 
closed a Budget Control Plan Work 
Sheet to be used for estimating sea- 
sonal financial requirements for an en- 
tire year. 


© 


BANKERS must modify former credit 
ratios and other lending tests if they are 
to make loans successfully for prosecu- 
tion of the war, declared Chris M. Smits, 
vice-president, Continental Illinois Ne 
tional Bank and Trust Company of 
Chicago, in a recent speech at the Chi- 
cago Credit Clinic of the American Bank- 
ers Association. 
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Fortune Magazine Proposes Four- 
Point Post-War Program 


HE United States, with the help of 

its allies, should take immediate 

steps to assure a post-war world in 
which President Roosevelt’s four free- 
doms are reinforced with a fifth free- 
dom for individual enterprise, Fortune 
magazine declares in its May issue, in 
the first report of a continuing study of 
the problems that will confront Amer- 
ica and the world after the war. 

Assuming that the United Nations 
will win a complete victory, and that 
America will emerge as the strongest 
single power in the post-war world, the 
magazine outlines a four-part Ameri- 
can Proposal: 

1. The U. S. and the United King- 
doms should maintain their military 
alliance through the post-war recon- 
struction period. 

2. They should unite their economies 
at once in complete free trade, and 
allow freedom of migration for their 
respective peoples. 

3. Their governments, through ap- 
propriate joint economic committees, 
should take parallel action to forestall 
depressions and promote freer world 
trade. 

4. They should invite other nations, 
including the British Dominions, to 
join their alliance on the same terms. or 
on special terms to be negotiated with 
each. 

“This proposal is not to revive a 
dead or dying imperialism, nor to im- 
pose a white man’s peace on a world 
that is only half white.” Fortune ex- 
plains. “Its aim is to cut the remnant 
cords of white imperialism, so that the 
nations of the world may become more 
nearly equal. 

“Its immediate aim is to enlarge the 
practical area of human freedom. Its 
ultimate goal is the security of equal, 
self-respecting nations. 
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“Both the free-trade area and the mili- 
tary alliance with Britain are therefore 
proposed as open-end agreements, in 
which other nations are invited to join. 
But these agreements must be solid 
understandings, not Geneva verbalisms,” 
the editors point out. 

“It is time for Americans to ac- 
knowledge that the Monroe Doctrine 
is, and always was, an illusion. The 
U. S. must maintain its alliance with 
the United Nations, particularly Soviet 
Russia, China and Britain, to police the 
post-war world until it is capable of 
policing itself.” 


U. S. and Britain Share Responsibility 


“But on the U. S. and Britain a par- 
ticular responsibility must inevitably 
fall,” the magazine continues. “They 
are the world’s two great trading na- 
tions. On them the smaller countries 
depend not only for markets, but for 
shipping, for finance, for currency lead- 
ership,. for a knowledge of what kind 
of world climate to expect. 

“The two great trading nations can- 
not impose freedom on the world, but 
they can enlarge the area of freedom. 
That, with Britain’s help, is what we 
propose to do. 

“The sudden removal of all tariff 
barriers between the U. S. and Britain 
will be a jolt to‘ both economies,” For- 
tune concedes. “But it will be merely 
one of many jolts of the reconstruction 
period; and it is just the kind of jolt 
both economies need. The horizon of 
the individual enterpriser, who is still 
the true source of wealth, will be vastly 
widened. 

“Assuming both governments are 
vigilant against new cartelization, ri- 
gidities throughout both industrial 
structures will be loosened, prices 
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‘“‘The sudden removal of all 
tariff barriers between the U. S. 
and Britain will be a jolt to both 
economies. But it will be 
merely one of many jolts of the 
reconstruction period; and it is 
just the kind of jolt both 
economies need. The horizon of 
the individual enterpriser, who 
is still the true source of wealth, 
will be vastly widened.”’ 


shaken down, and the over-all standard 
of living raised. 

“Unless we choose to face the possi- 
bility of Britain’s joining a European 
bloc, it is to our interest to keep her 
on our side,” the magazine declares, 
citing the close Anglo-American eco- 
nomic and military ties already estab- 
lished through lend-lease and a unified 
command. “America can no_ longer 
dwell safely in the world without allies. 
An industrially renewed England, with 
her far-flung political and trading in- 
fluence, will have a great deal of bar- 
gaining power in the post-war world. 
She will be not our only ally, but the 
one with whom it is both advantageous 
and natural to start. 

“There is grave danger that such an 
alliance would antagonize Europe. Asia 
and Latin America, where it might look 
like a ‘capitalistic’? Anglo-Saxon peace. 
aimed at world dominion. England is 
not very capitalistic and America is not 
very Anglo-Saxon, but the fear would 
be real. 

“The only way to exorcise it is to 
fulfill the ultimate purpose of the bloc. 
which is to negotiate similar bases of 
collaboration with other nations: first 
with China, Russia, and the United 
Nations, ultimately with all the world. 

“After this war the U. S. will have to 
face the responsibility of being a credi- 
tor nation: it must give itself an import 
surplus.” Fortune points out. 

“But in the process, it can also wean 
the young countries from their over- 
dependence on the U. S. market. The 
U. S.. being self-sufficient in wheat. can 
afford to let the Argentinas build their 
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own locomotives, and even teach them 
how. It can recognize the right of 
young countries to be ‘uneconomic’ un. 
til they are ready for a freer world, 
“Instead of salesmen and _ planters, 
its representatives can be brains and 
bulldozers, technicians and machine 
tools.” the magazine suggests. “The 
U. S. is not afraid to help build up 
industrial rivals to its own power. First, 
because we know industrialization stim. 
ulates rather than limits international 
trade. Second, because we know that 
economic self-respect is the best basis 
for international friendship. 
“Friendship, not food, is what we 
need most from the rest of the world, 
We can afford to play for the highest 
stakes of all—a world democracy of 
equal nations, and world peace.” 
This proposal, the editors explain, 
is based on the assumption that “Free- 
dom cannot live in a collectivist econ- 
omy. It is not simply that the end of 
the profit system means the end of the 
consumer's freedom, although it does 
mean that. No corporation that lives 
by profit, however large, can afford to 
ignore the whims of a consumer who 
has power to bestow his dollar else 
where, but a state monopoly can. 
“The real danger in collectivism is 
to a more fundamental freedom: the 
individual’s. For no Bill of Political 
Rights can protect the individual who 
has not also the right to change jobs. 
Political and economic freedom are in- 
divisible.” 


New Business for the 


Trust Department 
By T. T. WELDoN 


A complete treatise on the adver- 


tising problems of the trust 


department 
Price $5.00 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 
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Illinois Bankers Assvciation 
Opposes 8. 1603 


HE bill passed by the Senate on 

April 3 which would permit the 

establishment of bank branches to 
provide banking facilities for military 
establishments notwithstanding any 
present provisions to the contrary has 
met with considerable opposition from 
inde pendent bankers who regard it as 
an entering wedge for the extension of 
branch banking beyond its present lim- 
its. The arguments of the opposition 
are well expressed in the following let- 
ter from the Illinois Bankers Association 
addressed to Illinois Congressmen: 


“On April 3, 1603 was passed by 
the Senate. This bill amends the Na- 
tional Banking Act by authorizing the 
Comptroller of the Currency to provide 
banking facilities at United States Mili- 
tary Reservations and Navy Yards and 
Stations notwithstanding any provision 
of law to the contrary. In other words, 
the bill provides for permitting any 
national bank, upon the authority of 
the Comptroller of the Currency. any- 
where in the country to establish a 
branch bank either within or without 
its home state and without regard for 
the state law applicable to state banks 
in the place affected. 

“The Illinois Bankers Association re- 
spectfully urges you to give most seri- 
ous consideration to the undesirable 
implications arising out of this bill. 
The bankers in this state have through- 
out the years been opposed to any 
branch banking and have been promi- 
nent in their opposition to all measures 
proposed in Congress which would per- 
mit branch banking in states where 
such type of banking is prohibited to 
their state banks. The General Assem- 
bly of this state has on every occasion, 
when the subject was brought up, con- 
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firmed this opposition ind reiterated 
as public policy within the state. 

“The controversy with regard to 
branch banking is well known to you 
and needs no repetition here. How- 
ever, this particular bill could create 
endless trouble in the State of Illinois 
which should be avoided if at all pos- 
sible. 

“At the present time there are five 
Army and Navy stations in Illinois 
to which it could apply. Each of these 
has existed for a long time, several of 
them antedating the last World War. 
At no time during this period has the 
personnel of these stations been incon- 
venienced because of lack of banking 
facilities, and we have heard no demand 
from any of the men in these stations 
for such facilities. Each one is reason- 
ably close to or within a town with a 
bank (one or more), and to discrimi- 
nate against these several banks which 
are such commuities and 
permit one as against the rest to have a 
branch within the post would create a 
situation which would be very difficult 
for us to overcome. 

“There may be a suggestion that our 
opposition to this bill indic ‘ates a dis- 
loyalty on the part of Illinois bankers 
to the men who are so bravely and 
willingly giving their all for the defense 
of this country. May I be permitteod to 
state with justifiable pride that there 
is no group more loyal and willing to 
serve the needs of this country during 
this emergency. The possible argument 
which may be advanced against us in 
this petition to you could only be in 
order to use the war as an excuse to 
open the door to branch banking in the 
State of Illinois, and we are of the opin- 
ion that such an excuse is not justi- 


fied.” 


now serving 





Getting the Cheeckwriters to Do 
Right by Their Bank 


American Banker 


RITING in the current issue of the 

“Burroughs Clearing House,” C. 

Edgar Johnson, assistant vice-pres- 
ident of the First National Bank of Chi- 
cago, puts his finger on a subject which 
has been annoying bank folk for years 
but about which nobody has ever really 
done anything because “the customer is 
always right.” 

It’s the business of drawing and cir- 
culating checks which are difficult to 
sort correctly in the bank proof depart- 
ment. After a while the experienced 
clerks in the bank get to know these 
blind checks and handle them automati- 
cally. The no-minimum-balance design 
for checking service, having an entirely 
new plan to introduce, jumped the hur- 


dle of sorting difficulty and insisted that 
all checks carry the account number. 
That made for simplicity and economy 


in handling. Now that bank staffs are 
getting more and more inexperienced 
clerks due to the war, simplicity and 
economy in handling is a “must” in the 
orders of the day. 

So Mr. Johnson suggests doing some- 
thing about these hard to sort checks. 

There are about seven different clas- 
sifications which give the sorters trouble, 


Mr. Johnson has found: 
1—Illegible signature on _ checks 
which have no other identification. 


2—Use of checks imprinted 
other than account name. 


with 


3—Inconspicuous account name. 

4—Amount difficult to decipher. 

5—Another figure written where 
amount usually appears. 

6—Missort as “payable through” in- 
stead of as direct check, or vice versa. 

7—Difference in words and figures 
for amount. 


What to do about these problems— 
Mr. Johnson suggests that the most fre. 
quent sort of trouble, the illegible signa. 
ture on the otherwise unidentified check, 
is readily handled by suggesting to the 
depositor that he use an_ imprinted 
check. During the past year, First Na 
tional of Chicago has explained the ad- 
vantages of the imprinted check and 
gotten some 5,000 customers to use im- 
printed checks. The number has in- 
cluded many of the illegible checkwrit- 
ers who have been converted to the im- 
printed check. The case is cited of a 
typical man who cheerfully agreed to 
purchase 20 checks for $1. If he had 
refused, he would have been offered a 
rubber stamp to use to supplement his 
signature. But with the problem pre- 
sented rightly, he readily agreed to 
something which was a great help to 
the bank. 

Where accounts are confused with 
other accounts, it takes only someone 
the time to explain to the depositor, and 
he is usually ready to agree to some 
minor change which will aid the bank 
speed its work. And that is the story 
with the rest of the problem check- 
writers. 

It takes an officer’s time to ferret out 
and straighten out little items in bank 
back-room efficiency such as _ these 
pointed out by Mr. Johnson, but they 
have so lasting an effect that his time 
is recovered many times over in the sav- 
ing in department routine. 

The place to start the customer on the 
right track as a checkwriter is obviously 
in the new account department. Right 
then and there when he signs his first 
signature card and gets his first checks, 
he should be most easily persuaded to 
do right by his bank. 
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Employe Attitude Survey 


By J. C. STAEHLE 


Director of Industrial Relations, Chicago Mail Order Company, Chicago 


ERSONNEL work is seldom estab- 

lished at the outset on the same 

plane as other divisions of business. 
One of the reasons for this is that when 
a concern begins to make larger profits, 
it is more inclined to do something for 
the employes, and a personnel depart- 
ment is set up to do it. Such depart- 
ments, until recently, have in some cases 
been managed by men retired from ac- 
tive production and lacking some of the 
essential qualities for the job. Another 
contributing reason is that the same ex- 
ecutives who invariably endeavor to ob- 
tain facts on which to make decisions in 
connection with production, finance, and 
sales, are not always so precise in han- 
dling a personnel problem. 

Executives are so accustomed to deal- 
ing with things tangible that they may 
discount such intangibles as reactions 
of employes who may be more influ- 
enced by emotions than by facts. It is 
fallacious to say that employes and ex- 
ecutives, because they are all people. 
feel the same way. Their living and 
working conditions are not the same— 
and their reactions differ. 

If personnel work is to be established 
on the same level as other management 
divisions, decisions must be made on 
the basis of facts and not upon wishful 
thinking. Also, there must be proof 
available that personnel activities will 
reduce costs through lower turnover, 
lower training costs, lower workmen’s 
compensation, less absenteeism,  in- 
creased production, less spoilage, and 
lower general expense unit costs. A 
personnel director should be able to 
demonstrate, through figures, that he 
is as productive in terms of reduced 
costs as other executives. It will then 
be possible for him to do more for the 
employes and also to contribute to har- 
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mony between management and labor. 
In actual practice, costs can be reduced 
only when employes are working under 
conditions conducive to their well-being 
and when they are free from worry and 
resentment. 

There are a number of ways to obtain 
facts on which sound personnel and 
management decisions can be made. 
The best method is to converse every 
day with each employe so that we may 
know how the body of employes feels, 
thinks, and reacts, but this is impossible 
except in a very small concern. One 
recognized method is to encourage em- 
ployes to make suggestions and com- 
ments through a suggestion system, but 
this does not give an accurate finding 
because suggestions are made largely by 
the more aggressive employees who do 
not represent a cross-section of the or- 
ganization. A third device is to take 
a pool among the employes—an accu- 
rate method, but rather diffcult to apply. 

In my experience, the most effective, 
accurate, economical, and_ beneficial 
method, both as to the company and 


For efficiency in personnel 
work, ‘‘decisions must be made 
on the basis of facts and not 
upon wishful thinking,’’ Mr. 
Staehle states. To gather these 
facts an attitude or morale sur- 
vey was repeated at regular in- 
tervals, and was found to be a 
highly successful, accurate and 
economical method. The accom- 
panying article is reprinted in 
part from the ‘‘Executives Serv- 
ice Bulletin’’ of the Metropoli- 
tan Life Insurance Company, 
New York. 





Bridgeport City Trust Company, 
Bridgeport, Conn. 


the employes. is to make an attitude or 
morale survey. In actual practice. an 
attitude survey ranges from 10 to per- 
haps 100 questions. Each employe is 
requested to check one answer from 
three or four accompanying each ques- 
tion. Names and numbers are not used. 
and the result is that each individual 
can freely express an opinion without 
identification. 

A typical question and the selection 
of answers follow: 

“How fair is the top management of 
the company with employes in jobs 
such as yours? 


) RARELY fair. 

) OCCASIONALLY fair. 

) About HALF THE TIME fair. 
) PRACTICALLY ALWAYS 


fair.” 


The questionnaires are kept by de- 
partment or division in order to deter- 
mine the morale of each unit. 


Attitude surveys have brought to 
light many unusual facts such as noted: 

(a) Variations in managerial ability 
of executives. Executives highly re- 
garded by the management may not be 
so held by their own employes. Such 
surveys often reveal actual dislike by 
employes, that departments are run in- 
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efficiently, and are filled with discontent, 

(b) The converse of the above often 
appears. A quiet, unassuming execu- 
tive may have the most efficient depart- 
ment, operating at the lowest cost, and 
with the least discontent among em- 
ployes. 

(c) Policies instituted primarily for 
the benefit of employes may be resented 
by the employes because the manage. 
ment failed to present them properly. 

(d) Employes are not familiar with 
organization policies, although the com- 
pany may be spending thousands of dol- 
lars yearly to carry out those policies. 

(e) Sound company policies are often 
made ineffective by inefficient managers. 

(j) Labor troubles have brought to 
light one fact revealed by attitude sur- 
veys—that most discord and discontent 
are caused by small and inconsequential 
acts committed daily by the management 
and the executive organization. Most 
of these can be changed at no cost, while 
others may require normal expenditure. 
The items which cause resentment are 
so insignificant that employes hesitate 
to make an issue of them. Instead, they 
secure their satisfaction by demanding 
higher wages or by other means. And 
most of these difficulties could be 
avoided simply by foretelling or elimi- 
nating grievances. 

From the surveys coming to my at- 
tention, I would say that the 10 most 
common causes of employe discontent 
are failure to give employes credit when 
they make suggestions; failure to inves- 
tigate and correct grievances; failure 
to encourage employes; criticism of em- 
ployes for “good work; failure to grant 
wage increases as soon as deserved; 
failure to ask employes for their opin- 
ions: failure to keep employees in- 
formed as to the progress that they are 
making; and favoritism, whether delib- 
erate or unintentional. 

In departments where those discontent 
factors have been corrected, production 
has increased, costs have lowered, spoil- 
age has decreased, and the attitude of 
employes toward the management has 
changed for the better. 


1942 





SURVEY 


Condensations from Magazines, Reviews, 


Reports, Bulletins, Radio Discussions, 


Advisory Services, Newspapers, etc. 


AIR RAID PROTECTION IN THE BANK 


The 


BVIOUSLY, the first responsibility 
of The Trust Company is to safe- 
guard the staff and any customers 

in the bank during business hours. An 
organization of wardens and alternate 
wardens has therefore been set up cover- 
ing every department of the bank, from 
mezzanine to basement. The plan of 
action is built, of course, around the 
safe-deposit vault. Its massive concrete 
walls, internally reinforced and exter- 
nally sheathed by steel, probably pro- 
vide as strong a physical bulwark as 
can be found in the city. In test drills 
it has already been found that this 
shelter can be reached by the entire 
staff in two to five minutes. A separate 
ARP organization to care for tenants 
has also been set up under the direction 
of our building agents. 

Most local businesses will have val- 
uable records to put in a safe place 
should danger threaten. But it is doubt- 
ful if many concerns will also need to 
employ the entire staff in protecting the 
property of customers. However, a 
bank has a special obligation to protect 
the cash and other assets left in its care, 
together with the records of individual 
accounts. On his way to the vault. 
therefore, no employe will go empty- 
handed. 

Should an alarm sound, the commer- 
cial and savings tellers in the main bank- 
ing floor circle will be prepared to 
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Union & New Haven Trust Journal, New Haven. Conn. 


gather up cash and current working 
documents and quickly wheel them out 
in trucks when weight or bulk pre- 
cludes their being carried by hand. The 
bank’s general ledger, the note file of 
borrowers, and items in course of col- 
lection will all be included. Records 
from the mortgage department and the 
officers’ platforms, while less extensive, 
will receive similar attention. 

In the trust working space, where 
records involving some $85,000,000 in 
funds in the Trust Department may be 
in use, 2] persons, with alternates, will 
by prearranged subdivision of effort 
collect the securities truck, files of cards 
cross-indexing securities holdings in 
trust accounts, trays of ledger cards used 
for individual trusts and estates, tax 
returns and other working papers and 
take these variously to the book vault 
on the same floor or into the safe-deposit 
vault below. 

From the mezzanine the commercial 
bookkeepers will collect ledger cards. 
checks and credits in process, canceled 
checks, statements, and photographic 
equipment. The statistical department. 
which is farthest from the vault, will 
have relatively little to carry. The tele- 
phone operator will plug in her night 
lines, wardens will see that certain win- 
dows are left open in every department, 
and the evacuation will be complete. 

With a view to expediting the journey 
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to the vaults, as well as giving better 
protection to assets left in our care, 
many items which ordinarily are kept in 
the vault only at night are now kept 
there all the time—for example, col- 
lateral for loans, mortgage notes, 


recordak film, and so on. However, 
account ledgers—savings, trust, commer- 
cial—cannot stay in hiding during the 
day; they must always be available. 
These, after the safety of our employes, 
are the crux of APR planning in a bank. 


BRITISH BANKS IN TRANSITION 


The Economist, London 


HE banks are not passing through 

a period of temporary abnormality, 

but are undergoing a permanent 
change of character. The original con- 
ception of a bank was of an institution 
that collected the savings of the public 
and used them to finance the short-term 
capital needs of industry and commerce. 
The description has long been partially, 
and is now very largely, inaccurate. .. . 
This change in their functions, now 
likely to be carried much further, will, 
of course, have considerable repercus- 
sions on the banks’ structure and opera- 
One alternative course of action 
would be for the banks to seek means 
of investing their resources in long-term 
capital for industry, which would raise, 
of course, very difficult and dangerous 
questions of liquidity and solvency. In 
any case, it is probable that the banks 
will have to change their ideas of how 
they earn their expenses and _ profits. 
When over half their assets were lent 


tions. 


out as advances, and a large part of the 
remainder invested in securities and 
bills yielding anything up to 5 per cent, 
it was perfectly natural for the assets to 
carry the whole cost of the business and 
leave something over for the payment 
of interest on deposits. But if the assets 
are to be predominantly in Government 
paper and earning an average of, say, 2 
per cent, this will no longer be a possi- 
bility. It may be necessary to recognize 
in practice that the current account de- 
positor is not nowadays doing the bank 
a service in depositing his money so 
much as accepting from the bank the 
service of handling his current funds. 
It may be necessary to secure, by a 
gradual transition, that the liabilities, 
rather than the assets, carry the costs 
of the business. And that may conceiv- 
ably lead to the further conclusion that 
those costs have been allowed, in the 
recent decades of lavish expansion, to 
rise to a higher level than can be perma- 
nently justified. 


INDUSTRIAL RESEARCH AS A NATIONAL RESOURCE 


The Index, New York Trust Company 


ORMAL material life for all is 

becoming progressively _ better 

because industrial research work- 
ers throughout the world, but especially 
in the United States, are applying the 
principles of science to the elements of 
nature for the purpose of discovering 
new ways to satisfy old wants. Para- 
doxically, although industrial research 
is the basis of today’s concept of mate- 
rial progress, its products, in general, 
are taken for granted. 
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The record of comforts and conven- 
iences contributed by science is long and 
impressive. The significance of climate, 
for example, has been altered as a result 
of central heating and air conditioning. 
Increasing knowledge of nutrition, im- 
proved transportation and allied factors 
have made the benefits of a balanced 
diet possible throughout the year. By 
the scientific regimentation of water 
supplies, milk, other foods, medicine 
and drugs, and in a thousand other 
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ways, health and welfare are. safe- 
guarded. Contagious diseases, which 
once scourged whole populations, are 
now controllable through the applica- 
tions of science while disorders which 
only a few years ago meant almost cer- 
tain death, today respond to modern sur- 
gery Or therapeutic treatment. Even the 
size of the world, in terms of time and 
space, has shrunk because of steamships, 
railroads, automobiles and airplanes. 
Further reductions in the implications 
of distance resulted when the letter was 
supplemented first by the telegraph and 
telephone and later by radio and televi- 
sion. These few examples of science’s 
many contributions show how the results 
of research have changed the character 
and tempo of living. 

The distinction between research for 
purely scientific purposes and that for 
industrial purposes today is one of mo- 
tive, for the methods used are largely 
identical and the results of one comple- 
ment those of the other. Their increas- 
ingly close coérdination is a modern de- 
velopment. The first practical users of 
fire probably ascribed the phenomenon 
to supernatural powers and were not 
bothered by complex chemical problems 
of combustion. 


Early progress was largely empirical 


and, for many centuries, there was little 
change. Sometime between 1200 and 
1500 A. D., the necessity for repeated 
and verifiable experimentation was rec- 
ognized. From then on, the develop- 
ment was more rapid, culminating in the 
laboratory procedures of today which 
rely on close observation as the basis for 
postulation of an hypothesis, in turn fol- 
lowed by carefully controlled experi- 
mental verification and final recording 
of the theory and information gained. 

The centuries that marked the devel- 
opment of the scientific method and the 
rapid increase of man’s knowledge of 
physics, chemistry, biology and _ the 
other sciences also witnessed sweeping 
technological changes. Researchers la- 
boring under the most difficult condi- 
tions developed the devices and machin- 
ery which brought about the industrial 
revolution and then carried the process 
of industrialization at an accelerated 
pace to present levels. While many of 
the landmarks in the early history of 
technological improvement arose from 
the labors of heroic men working almost 
alone with the most meager equipment, 
the passing years have resulted in the 
systematization of the methods of re- 
search which are followed in today’s 
truly scientific industrial research labo- 
ratories. 


NEW YORK BANKS CO-OPERATE TO SELL WAR BONDS 


NITED States Defense Savings 
Bonds, with a maturity value of 
$190,000,000 were sold by twenty- 
two participating commercial banks and 
trust companies in New York City dur- 
ing the first quarter of 1942, according 
to a report made by Arthur DeBebian, 
head of the bank advertising committee 
of the New York Defense Savings staff, 
and second vice-president of the Chase 
National Bank. This figure represents 
an increase of 53 per cent or more than 
$66,000,000 over sales reported in the 
preceding three months. 
Mr. DeBebian said that this sharp rise 
in sales could be attributed in part to 
an intensive three-month newspaper 
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advertising campaign during the course 
of which the participating banks and 
financial houses contributed a total of 
nearly $50,000 of space to the campaign. 
During the quarter, these institutions 
ran 163 prominent advertisements in 
nine newspapers in Manhattan, two in 
Brooklyn and one in the Bronx, with a 
total daily circulation of 4,568,910. 

In commenting on the splendid job 
done by the bank advertising committee, 
Nevil Ford, State Administrator of the 
New York Defense Savings staff said: 
“The organizing and carrying forward 
of this dramatic campaign has been not 
only helpful in furthering the sales of 
Defense Bonds and Stamps, but has 
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helped materially in acquainting the 
people with the urgent need of con- 
tinuous purchases for the duration. The 
New York Defense Savings staff wishes 
to express its deep appreciation for the 
fine spirit of codéperation which the 
commercial banks and trust companies 
have shown.” 

In recounting the history of the com- 
mittee, Mr. DeBebian said that in order 
to launch the New York plan of coérdi- 
nated Defense Bond advertising, the 
banks in the city were asked to donate 
either cash for the purpose of purchas- 
ing newspaper space or the space itself. 
The response to the plea was whole- 
hearted, he continued. 

Mr. DeBebian explained that in addi- 
tion to obtaining donations of space, it 
necessary for the committee to 
develop a series of effective advertise- 
ments and to work out a schedule of 
dates that would eliminate duplication 
of copy by several banks in the same 
paper on the same day. 


was 


“Working with the bank advertising 
committee in carrying out the New York 
plan was a_ production committee 


selected from a number of well-known 
advertising concerns,” Mr. DeBebian 
stated. “Membership of the production 
committee included: Horace Dengler of 
Cowan & Dengler; Peter Finney, of 
Arthur Kudner, Inc:; George Dock, of 
Doremus & Co.; and Emmett Corrigan 
of Albert Frank-Guenther Law. 

“The production committee turned 
out an impressive series of advertise. 
ments—including copy and illustrations. 
These were worked up to the layout and 
copy stage. They were then photostated, 
assembled and bound in folders which 
were distributed to advertising men in 
every bank and trust company in New 
York City.” 

As operated, Mr. DeBebian said, the 
New York plan is codperative to the 
extent that the banks and trust com- 
panies “are asked to commit themeselves 
in advance to the use of advertising 
space and, of course, to pay for the 
space.” Each institution selects the 
newspapers, prepares its own advertise- 
ments, orders its own insertions, carries 
its own name on the advertisement in- 
serted and makes its own payments to 
the newspapers. 


GREATER WAR EFFORT NEEDED 


Cleveland Trust Company Business Builetin 


GOVERNMENTAL agency which 

keeps track of such things reports 

that during the past month more 
columns of newspaper space have been 
devoted to discussions of the 40 hour 
week than to any other subject outside 
of direct war news. Nearly all the dis- 
cussion has centered around the theme 
that the short work week is incompatible 
with an all-out war effort. It. still 
remains incompatible while longer 
working hours, beyond the 40 hour 
limit, can be secured only by costly 
overtime payments which constitute 
severe penalties to be paid for by 
employers. 

It seems probable that the 40 hour 
week with its payments of time and a 
half for overtime has attracted so much 
adverse attention, not because it has 
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appeared to have great intrinsic im- 
portance, but because it has appealed to 
the writers as constituting a symbol and 
a symptom of less than wholehearted 
devotion to our war effort. Of course 
they do not blame the workers for 
accepting the extra pay which the law 
forces them to receive. but they do 
blame the Congress for allowing such 
a provision to go into effect after the 
national emergency was declared, and 
for retaining it after the perilous nature 
of the emergency became universally 
obvious. 


Clearly the 


people are 
becoming increasingly impatient with 
the progress of our military effort, and 
that is a healthy symptom. They do not 
like the long-continued series of set- 
backs which the United Nations have 


American 
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suffered. They have begun to look for 
scape-goats, and the 40 hour week was 
a convenient one. They are deeply en- 
thusiastic about General MacArthur and 
his men, and in the main their enthus- 
jasm stops right there. They are not in a 
patient mood, and they are not going to 
be tolerant about much more bad news. 

War production is swelling, and in a 
good many lines it can well be described 
as booming. Americans everywhere 
have accepted in good part the prospects 







The 





would be his mission? His first task 

would surely be to summon the 
people to move from defense to attack. 
The most precious asset of the British 
nation in this war has been its unity, and 
that must not be endangered. But at pres- 
ent it is a negative unity, a decision to 
stand together against the onslaught of 
the forces of evil. Neither in the spiritual 
sphere nor, by necessary extension, in 
the material, has the British people been 
able to find unity in attack. 

The basic reason for this failing is 
that the British nation has allowed itself 
to be persuaded that it does not know 
what it stands for in the twentieth cen- 
tury. The new democracy must obvi- 
ously extend itself from the political 
sphere to the economic. But the prin- 
ciples of economic democracy are said 
to be dangerously “controversial,” and 
must therefore be ignored. Thus, by a 
crowning paradox of irony, the state 
will not allow itself to seek a positive 
unity for fear of disturbing the defensive 
unity that carried the nation through 
the agony of 1940. 

If there were a Prophet in the land, he 
would turn his thunders against all such 
frustrating futilities. He would disre- 
gard surface formulas and bring out the 
fundamental unity. How many people 
are there in this country today who seri- 
ously deny that the state must plan and 
supervise all those activities that are es- 


7 a Prophet were to arise today, what 
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WANTED—A PROPHET 


Economist, 
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that they will have to go without many 
of the things that they have been accus- 
tomed to get easily and in abundance. 
They are perfectly willing to work 
hard, to pay high taxes, and to make 
sacrifices. They are willing to do their 


part, but they want some good news 
from the battle fronts. They are no 
longer enthusiastic about mere big 


appropriations or plans for huge pro- 
duction. They want tangible results 
that they can understand. 


London 





sential to insure to the citizen the basic 
necessities of a decent life and to secure 
to the community the essential needs of 
its existence? How many people are 
there who seriously deny that, in any 
foreseeable time, a vast range of activ- 
ity both must and should be managed by 
individuals free to follow their genius 
and enterprise? Anyone who is in the 
habit of talking with businessmen knows 
that they concede with alacrity the neces- 
sity for planning and direction, on a far 
wider scale than hitherto, to meet the 
basic necessities of the state and its citi- 
zens. And no Socialist who has seen the 
workings of the state can overlook the 
importance of leaving the fullest possi- 
ble room, in the economic field as in 
the political, for the enterprise of the 
man with a vision and for the freedom 
of the man who is right when the ma- 
jority are wrong. Here is the opportu- 


nity for the Prophet. It will not be 
enough for him to secure “agreement.” 


The task of the Prophet today is to make 
the Right, enthusiastic about planning 
the abolition of poverty and injustice, 
to make the Left the most fervent advo- 
cates of the safeguard against tyranny 
and oppression that is to be found 

individual enterprise and independence 
from the state. This reconciliation of 
the faiths should be Britain’s particular 
service to the twentieth century, just as 
her very similar reconciliation of the 
political faiths of Order and Freedom 
was her gift to the nineteenth. We, here 
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in Britain, standing between the two 
worlds of Disciplined Order and Disor- 
dered Freedom, are the only people who 


can seize this historic opportunity. If 
any message is good for peace, it is 
good for war also. 


ECONOMIC UNITY OF THE AMERICAS 


The Guaranty Survey, Guaranty Trust Company of New York 


AMING the present war one for 
L\ survival—the survival of civiliza- 
tion, of democracy, of the Western 
Hemisphere—President Roosevelt, in 
observance of Pan-American Day, April 
14, expressed again the gratification that 
is felt in both of the American continents 
because here the nations have attained a 
new unity of purpose, committing them- 
selves to an unprecedented range of 
common action. He manifested faith in 
the dependability of their contribution 
to the winning of the ultimate victory 
and the shaping of the peace to follow. 
The first assembly of the Inter-Ameri- 
can Defense Board in Washington 
recently was a major step in effecting the 
purposes agreed upon and proclaimed 
by representatives of all the American 
republics at the conference in Rio de 
Janeiro early this year. Its immediate 
aim was the unification of measures for 
the defense of the hemisphere, and this 
objective rests upon a foundation of 
codrdinated economic action of unusual 
scope. 


Need for Collaboration 


The need for collaboration in the de- 
fense program has been made particu- 
larly urgent by recent submarine attacks 
on shipping in the western Atlantic, the 
Caribbean Sea and in the Pacific. This 
belligerent action has much more than 
military significance. The indiscrimi- 
nate destruction of ships under whatever 
flag, enemy or neutral, menaces the con- 
tinuance of peaceful commerce between 
the American countries. This aggres- 
sion would alone call for complete 
cooperation in hemisphere defense. And 
the challenge is being met. 

Such an integration is not entirely 
new, of course; and it embraces the 
action of other peoples now taking a 


452 


common stand against the aggressors, 
Some features of the present movement 
for inter-American collaboration, how- 
ever, are distinctive. In geographical 
scope, in compactness of the territories 
included, in approach to singleness of 
regional purpose, the development now 
witnessed in these continents is unique. 
And its possibilities are supremely in- 
viting because it holds promise not 
merely of indispensable strength for the 
present emergency but of fitting prepara- 
tions in a world at peace. 

There has been no attempt to set up 
a goal of isolation for the Americas. 
Rather, in the shaping of each regional 
emergency measure, emphatic considera- 
tion has been given to the need of rein- 
forcing a world order in which the rights 
and privileges of all peoples everywhere 


will be respected. 
(OF 


LETTER TO THE EDITOR 


Suggestion Made in 1938 
The Board of Governors of the Fed- 


eral Reserve System and the Federal 
Reserve banks, according to a recent 
press release, are making inquiries con- 
cerning commercial and industrial loans 
so as to obtain information, heretofore 
unavailable, concerning the breakdown 
of these loans among various industries 
and types of economic activities. 

It occurs to me that you might be in- 
terested in recalling to your readers that 
in April, 1938, there appeared in THE 
BANKERS MaGazINE an article entitled 
“Distribution of Bank Loans” by Ru- 
dolph L. Weissman, in which the author 
pointed out the desirability of having 
this data compiled. 


April 14, 1942 READER 
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Recent S peeches Given Before National, 
Regional or State Groups — Digested 


or Excerpted for Your Convenience... 


ADVANTAGES OF ACCOUNTS RECEIVABLE FINANCING 


By Harry C. CuLsHAw 


Assistant Vice-President, 


Granting 


HERE are distinct advantages for 
both the borrower and the lender 
in accounts receivable financing. 

Such business is growing and gaining 
in prestige, and for the borrower there 
are at least four advantages. These are: 

|. His financial statement may not en- 
title him to unsecured credit or at least 
not enough credit, and he is able 
through the medium of discounting his 
receivables to obtain adequate working 
capital. 

2. It enables him to take advantage of 
his trade discounts, and this as a mat- 
ter of simple mathematical computation 
often more than pays for the financing 
costs, aside from putting him in a pre- 
ferred position with the trade. 

3. It will enable him to increase his 
sales volume, which should increase his 
profit margin and his net profits. 

4. It may enable him to remain in 
business. This latter is extremely impor- 
tant today and will become increasingly 
more important in the very near future. 
So many concerns are swamped with or- 
ders today that they find it increasingly 
difficult to finance their volume, and as 
a result they ship to those concerns that 
discount and pay their bills promptly. 
Hence, a company may be enabled to 
stay in business because it can pay its 
trade bills promptly and thus be assured 
of raw materials. 
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The Pennsylvania Company for Insurance 
Annuities, 


on Lives and 


Philadelphia 


Perhaps the main advantage so far as 
banks are concerned in making loans 
against the assignment of accounts re- 
ceivable is that it is a possible avenue 
for lending to firms whose financial 
statement and credit standing preclude 
classification as desirable risks for direct 
credit. 

This condition may exist as a result 
of undercapitalization or because of a 
depletion of working capital. The lack 
of adequate capital may or may not be 
a reflection in management’s ability to 
anticipate its requirements. 

By the same token, inadequate work- 
ing capital may be the result of the 
management’s_ inability to operate 
profitably, or it may be the result of 
econome conditions over which the man- 
agement may have no control, or it may 
be the result of a business that has 
grown too rapidly. 

Be the causes what they may, the fact 
remains there are thousands of concerns 
that find themselves in this unhappy con- 
dition. Many, unquestionably, have an 
economic right to live, but they must 
have financial assistance in order to 
do so. 

According to a report issued by the 
Reserve City Bankers entitled “The Busi- 
ness Financing Project,” it is estimated 
that in the year 1940 commercial finance 
companies buying receivables on a non- 
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notification basis did a volume esti- 
mated at $330.000.000; while for the 
same year the volume of the old-line fac- 
toring companies was estimated at 
In this same report it 


$725,000.000. 







O be able successfully to finance in- 
dustry during the war emergency, 
banks must know the business prob- 

lems of borrowers. Once the problems 
of business borrowers have been recog- 
nized, it is then possible to judge the 
competency of their company manage- 
ment. Competency can be most readily 
observed in such things as the condition 
of the plant, its past record, its labor 
relations policies, its knowledge of costs 
and its research department. 

I admit that few of the borrowers who 
approach us will be of such size or have 
operations of such scope as to justify or 
provide material for a detailed examina- 
tion along the lines indicated, and many 
of our corporations to whom this type 
of analysis would apply have not re- 
quired, do not, and will not require loans 
from banks. Nevertheless the same prin- 
ciples apply, and those customers who 
ask us for commercial loans are com- 
peting with large concerns who do have 
the type of organization indicated by 
these questions. 

We. therefore, should be able to dis- 
cuss their affairs intelligently with them 
to discover wherein they are keeping up 
with the procession and be able to offer 
some advice along such lines as when to 
employ an industrial engineer, the neces- 
sity of budgeting, the advantages of a 
good accounting system, of a thorough 
audit and of sound tax advice; when to 
install a new cost system or to revise the 
present one. 

Having discussed some of the features 
to be considered in making such loans as 
may be available over the next few years, 
let me mention them briefly under their 
various classifications. 
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MUST STUDY BORROWERS BUSINESS PROBLEMS 


By ArtTHUR L. MOLER 
Vice-President, Fifth-Third Union Trust Company, Cincinnati, Ohio 





was estimated that the volume of this 
business done by commercial banks to- 
taled about $720,000.000.—From an ad- 
dress before the Bank Credit Clinic in 
Vew York. 


There will probably be little de- 
mand for term loans and there must 
be stricter investigation on those which 
are made as any restriction of credit 
will naturally call for the first restric- 
tion to take place in loans of this type. 

As to mortgage loans, the higher 
recent cost of properties and the higher 
price at which good properties are 
changing hands does not call for liberal- 
ity in our appraisals. If we appraise 
properly, our legal restrictions protect 
us in such loans. New mortgage loans 
are obviously not going to be available 
in great number. 

The matter of accounts receivable 
loans is one to which too few banks have 
given consideration. Many of our states 
have passed legislation recently to give 
more definite protection to a lender on 
such accounts and to clarify compliance 
with the provisions of the National 
Bankruptcy Act. Notwithstanding the 
finance companies and factors having 
played very considerable parts in our 
commercial development and the main- 
tenance of our economic system, it must 
be recognized that we have permitted a 
substantial amount of very attractive 
business to become somewhat firmly en- 
trenched elsewhere. We should, as I 
think many of us are doing, give con- 
sideration to accounts receivable lending 
as a source of new business. 

An increasing and considerable source 
of loans over the past several years has 
been the lending on warehouse receipts 
covering commodities in storage. 

Personal or small loan departments 
have provided a very satisfactory source 
of revenue to some of us over the past 
three or four years. I think we might 
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agree at the moment that we must be sat- 
ished with smaller revenue in such 
departments over the next several vears. 

There 1s at the present time a certain 
amount of new equipment being pur- 
chased by the utilities. The amount in- 


ITH present price controls and 
Federal Reserve discounting 
privileges, agricultural - loans 
today are one of the safest mediums in 
which a country bank can invest its de- 
positors’ funds. Many bankers have 
overlooked the factors of price control 
and Federal Reserve discounting in lay- 
ing out their investment programs. One 
of the greatest of all contingencies in 
connection with agricultural credits has 
been removed. That is the danger of 
price decline below the cost of produc- 
tion. 

This drastic fluctuation of farm com- 
modity prices has been the major cause 
of the black eye given agricultural 
credits in the past. Under the Agricul- 
tural Adjustment Act we have a price 
guarantee which whips this greatest of 
all hazards. 

We have a guarantee of 85 per cent of 
parity on cotton, corn, wheat, rice, 
tobacco and peanuts for the years 1942 
through 1946. For other commodities. 
sometimes called “proclamation” com- 
modities, the Secretary of Agriculture is 
required to make public announcement 
whenever necessary during the present 
emergency. to encourage expansion of 
production of that commodity and to 
support a price for it through a com- 
modity loan, purchase or other opera- 
tion. 

The law relating to proclamation com- 
modities states that “any such com- 
modity loan, purchase or other opera- 
tion which is undertaken shall be con- 
tinued until the Secretary has given suf- 
ficient public announcement to permit 
the producers of such commodity to 
make a readjustment in the production 


MAKE MORE LOANS TO FARMERS 
By H. N. THomson 


Vice-President, Farmers §& Merchants State Bank, Presho, S. D. 
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volved, or the terms required, are such 
as to make long terin financing unneces- 
sary. This is good business for such 
banks cs it is made available to.-—From 
an eddress before the Chicago Credit 
Clinic. 






of the commodity.” The price supports 
announced by the Secretary of Agricul- 
ture will remain in effect until July 1, 
1943. One billion dollars was made 
available in the second Lease-Lend 
Appropriation for price supporting 
programs. 

In addition to the safeguards thrown 
around prices, we have our rediscount- 
ing privileges with the Federal Reserve 
banks set up in such a manner that they 
are applicable to agricultural paper. | 
quote the chairman of the Board of Gov- 
ernors of the Federal Reserve System: 
“Any agricultural paper inherently 
sound may be used as a basis of credit 
at the Federal Reserve Bank, regardless 
of whether it meets the strictly eligible 
test.” This has been the guiding policy 
of the Federal Reserve Board and will 
probably continue to be its policy in 
aiding banks finance farm production. 

The country banks of the United 
States have never before faced a situa- 
tion which is so serious with respect to 
their welfare and future. Agriculture 
today is a highly specialized field and a 
successful farmer is the manager and 
production chief of a business to which 
he applies the same thought, effort and 
knowledge, as the head of any commer- 
cial business. 

The American Bankers Association is 
to be highly commended for bringing to 
our attention the Food-for-Freedom Pro- 
gram and the opportunity it presents to 
country banks to get behind the war 
effort of our country. It is also an 
opportunity for us to demonstrate to the 
people that we are important to their 
welfare and the successful completion 
of the Fight for Freedom. It is an 
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opportunity for us to prove to the 
farmer that we know his problems and 
have for sale credits that meet his re- 
quirements better than those he can 
obtain from other sources. For these 
reasons we must push the program with 
all our energy. 


If we as country bankers do not accept 
this responsibility, should we fall down 
on the job, there will be no further 
reason for our existence and our com- 
petitors may as well take over the entire 
agricultural field—From an address at 
the Chicago Credit Clinic. 


PEOPLE WILLING TO SACRIFICE 


By Henry H. HEIMANN 
Ewecutive Manager, National Association of Credit Men 


ONVINCE the American people that 
the war burden is being fairly dis- 
tributed and there is no sacrifice 

that they will be unwilling to make. 
Not only is this matter of equity true 
with respect to taxation but it also holds 
true with respect to hours of labor. In 
the war production effort it is important 
that we do not overlook the fact that the 
production of Germany, for example, is 
not limited to the facilities within its 
own borders. We must take into account 


the ability of Germany to utilize the 
plants in the subjugated countries and, 
what is equally important, the ability of 


Germany to infiltrate or enslave in her 
own country the labor that she can draft 
from the subjugated lands. 

Add to this the present measure of 
Japanese control in the Far East and we 
can readily see that when it comes to 
man power or material resources, the 
United Nations do not for the time being 
possess the advantage that we and our 
Allies possessed in the first world war. 

To win this war an all-out effort is 
required and that effort must be in- 
tegrated with the established credit 
mechanisms. We must codrdinate mind, 
muscle and material in a prodigious pro- 
duction effort. 

Some of our people do not yet realize 
that there is a vast difference between the 
present struggle and the war in which 
we were engaged in 1917-18. This war 
requires and will require our greatest 
effort, for the Nazis at this time have 
subjugated practically all of continental 
Europe. And in swift movement the 
Japanese have seized most of the stra- 
tegic locations in the Far East. 
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There are two objectives in this pres- 
ent struggle that stand out above all 
others. The first is that we must win 
the war as quickly and as completely as 
possible. The second is that we must 
neither lose the peace nor, in gaining the 
victory, lose our way of life. 

It is not impossible, as many defeat- 
ists would contend, for us to win the 
victory and, at the same time, to insure 
the continuance of our way of life. 
Temporarily, sacrifices must be expected 
and they must be much greater than 
many people at the present time appear 
to realize. 

The cost of this vast war effort is a 
mortgage on the world’s present and 
future prosperity that all, combatants or 
neutrals, will help meet before it is 
liquidated. That means a reduced stan- 
dard of living for a temporary period of 
time, but by no means does it demand 
that our way of life must or will be 
liquidated. That will not come to pass 
if we have the courage and the unselfish- 
ness to solve the problems as they arise. 

One of the ways of liquidating our 
way of life, even though we are victor- 
ious on the battlefield, would be for us 
to handle our fiscal affairs so loosely 
that we liquidate our resources and our 
economic strength through wild infla- 
tion. 

Inflation can be checked but there is 
no easy way. We will never stop infla- 
tion by compromising on issues, nor by 
favoring special groups, nor by asking 
for sacrifice and then excepting segments 
of our people because they are politically 
strong. 

It is doubtful whether the American 
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people were ever more willing to absorb 
increasingly heavier taxes. A heavy 
taxation program is one of the means 
of avoiding inflation by withdrawing 
purchasing power that could lead to in- 
flation through a wild scramble for 
goods. 


Executive 





MERICAN banking is capable of 
keeping many small manufacturing 
industries in business during the 

war period by helping them secure Gov- 

ernment contracts for the production of 

war materials. The war has created a 

demand for numerous types of goods 
which can be produced by some factories 

which might be considered “decadent” 
and the country’s bankers should see to 
it that these concerns are given an oppor- 
tunity to participate in the war program. 

There are approximately 184,000 fac- 
tories in the United States, of which 
61,000 may be classified as small fac- 
tories employing 100 or less workers— 
and producing about one-third of all 
the manufactured goods. Therefore, it 
is highly important that as many of these 
factories be kept as alive as possible and 
the banker, through aggressive codpera- 
tion, may help save many of these indus- 
tries. The small factories are much 
more flexible than the large ones and 
can adjust themselves to the manufacture 
of a variety of products without much 
disturbance. 

At the outset of the war it became 
quite evident that for banks to take their 
proper place in the general picture, it 
would be necessary for them to revamp 
their credit policies rather drastically 
and that a man’s honesty and ability 
properly to figure costs and produce 
goods were of more importance than the 
condition of his balance sheet. This, I 
realize, may sound quite unorthodox but 
so is this war quite unorthodox. 

It seems to me that this is a most 
opportune time to emphasize’ the fact 
that the officers of the Army and Navy 


KEEP SMALL MANUFACTURERS IN BUSINESS 
By R. O. Byerrum 


Vice-President, First Trust ‘§& Savings Bank, Davenport, lowa 
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But we must also ask restraint in 
other ways: in wage rates, in farm prices, 
in the demand for non-essentials. And 
the call for restraint and sacrifice must 
expect full codperation from all, not 
mainly from certain allegedly-privileged 
groups in the upper brackets. 


Procurement Division are very busy men 
trying to do an almost superhuman job 
with a limited amount of good help and 
they have no time to sell anything to 
small industry. The small manufacturers 
and contractors must go after their busi- 
ness with a determination to get it. 

It will require much perseverance, 
much waiting and much common horse 
sense to conclude finally some negotia- 
tions but 1 feel completely justified in 
saying that our experience with the vari- 
ous officials of the Procurement offices 
has been excellent. They have been most 
codperative and helpful in nursing along 
some situations that could have become 
very bad. 

To those who are unable to shift their 
point of view from the complacent, smug 
disinterest that creates Pearl Harbor 
situations; who adhere to the obsolete 
“business as usual—credit as usual” 
concepts of yesterday; who lack the 
imagination and patriotism required by 
every American in this crisis, let it be 
pointed out that an indifferent bank can 
be a “bottleneck” in American produc- 
tion as truly as a listlessly managed 
factory or a strike bound plant. 

Let it never be said that the banking 
fraternity did anything but promote the 
effort toward ultimate Victory. The 
day of reckoning will come with the 
peace to follow. New concepts, new 
problems, new customs are inevitable. 
We want the post war public to be our 
friends. 

Now is the time to adopt a new point 
of view—to launch a progressive adver- 

tising campaign to inform the business 
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do for them. Our job is to convince them 


and help them. That is our contribution 





President, Webster y 


ANK loans secured by 
of trade accounts receivable are 
thoroughly ethical and safe and, 
when properly made, are a constructive 
banking function. 

Although some years ago banks had 
a deep-rooted prejudice against this type 
of financing, they have more recently 
realized that this system of lending is 
fundamentally sound. 

Necessity is the mother of many 
things. It was the necessity for loans 
that prompted banks to study the finane- 
ing of accounts receivable more thor- 
oughly. Once they considered the sub- 
ject in an unbiased manner, the many 
advantages, both to banks and to busi- 
were apparent. 

Today practically every commercial 
bank in a community of many manufac- 
turers and jobbers is making such loans, 
wherever and whenever they 
them. 

3ut the system is in for another period 
of ill repute. When followed along 
sound banking principles. thoroughly 
and carefully, with the protection which 
experience has developed. it is the safest 
business which a bank can _ handle. 
When transacted carelessly it is the 
trickiest and most unsafe. 

In the rush for such business. too 
many banks have established it as a 
sideline of some officer’s, or clerk’s, mis- 
cellaneous duties, eliminating much of 
the routine and clerical work followed 
by experienced lenders. Sooner or 
later such banks will have serious losses, 
and which they will blame on the sys 
tem, and not on their own vend, 

The bank with which I am associated 
has been making such loans for fifteen 
years, and for over ten years we have 
operated a separately organized depart- 
ment for this business. In this period 
we have so loaned over $50,000.000. 


Atlas 
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men of the community what banks will 


LOANS ON ACOUNTS RECEIVABLE 


By Raymonp B. 





to the maintenance 
world aflame. 
Chicago Credit Clinic. 















Cox 


National Bank, Boston, Mass. 





We have yet to have our first loss on an 
account which we took in solely on the 
basis of financing its 
able. 

Unless a bank is in a position to se- 
cure a sufficient volume to pay for han- 
dling all the necessary details and fol- 
lowing such business continuously and 
vigilantly, it should not be sought as a 
source of additional revenue. Often 
banks make loans on accounts receivable 
to protect previously made unsecured 
loans that have become unsatisfactory. 
These efforts are not always successful, 
but that is not the fault of the system. 
In these cases the bank does the best it 
can with what it has to work with 

We have on our books today many 
successful companies to whom we are 
glad to make unsecured loans but to 
whom we have first loaned only on ace- 
counts receivable. The business is 
profitable if the rate charged is prop- 
erly adjusted to the amount of work 
involved.—From an address at the recent 


Bank Credit Clinis in New York. 
© 


accounts receiy- 


THE need of America and her allies for 
more meat, milk, vegetables and fruits 
as well as oils and fats will require more 
intensified farming and greater outlays 
of farm operating credit, it was recently 
asserted by H. J. C. Umberger, dean of 
Kansas State College’s extension division 
in an address before the American Bank- 
ers Association’s Chicago Credit Clinic. 

“It is the job of the farmers of the 
United States to produce these greatly 
increased amounts of food and fibre,” 
declared Dean Umberger. “They can- 
not, however, do this without adequate 
financial assistance; and this becomes the 
opportunity for the commercial banker, 
the most important source of short-time 
credit for the farmer. 
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Hoarders Not Wanted 


The East New York Savings Bank has 
told renters of its safe deposit boxes to 
withdraw any cash kept in them because 
“hoarding money in times of war 
amounts to sabotage against the gov- 
ernment.” 

Edward A. Richards, president, said 
in a letter to depositors: 

“Hoarded dollars are idle dollars. 
slacker dollars. Dollars withdrawn 
from circulation hinder and delay the 
building of planes, ships, tanks and vital 
armaments. which our soldiers need to 
defeat the enemy. 

“This bank will not knowingly pro- 
vide facilities for the hoarding of 
money. 


Get Out of Debt 


Getting out of debt is being encoir- 
aged by the Government and is becom- 
ing increasingly popular. The State- 
Planters Bank and Trust Company. 
Richmond, Va.. shows how a personal 
loan can be used to clean up old debts 
and suggests “Let's Make This a Get- 
Out-of-Debt Year.” 

“Suppose.” copy reads, ‘you arranged 
a bank loan to pay doctors, stores, taxes 
and other debts. Suppose you repaid 
the loan monthly over a period of sev- 
eral months. Would this lessen the total 
amount you now pay out each month and 
still see you out of debt completely? 
Why not investigate? Ask about a Get- 
Out-of-Debt’ loan.” 


Advertising and 
Public Relations 


Digests of Recent Ideas, Campaigns, 
Advertisements, etc. 
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Bend Sales Boom Safe Deposit 
Business 


Defense bond sales are booming the 
rentals of safe deposit boxes, according 
to A. H. Smith, cashier of California 
Bank, Los Angeles. Mr. Smith recently 
stated that safe deposit box rentals by 
California Bank in the last three weeks 
of December showed a net gain greater 
than for the entire preceding eleven 
months and that in succeeding months 
the strengthening demand has greatly 
reduced the number of boxes available. 

Principal call has been for the smaller 
boxes and these are being used in the 
majority of cases for the safekeeping of 
defense bonds. Birth certificates, which 
have taken on a new significance in 
recent months. also are being given the 
protection of a bank vault as are mar- 
riage certificates, insurance _ policies, 
social security papers and the like. 


Publicity for Bond Campaign 


Last month the Irvington National 
Bank, Irvington, N. J.. was approaching 
the million dollar mark in its sale of 
United States War bonds. It was esti- 
mated by the bank that sometime within 
the next week someone would purchase 
a bond that would put total sales over 
the million dollar mark. To publicize 
this occasion a press photographer was 
waiting on hand to record the event for 
publication in the local paper. This 
was announced in the bank’s advertising 
in the local newspaper, thus stimulating 
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the campaign and dramatizing the event 
in the minds of the community. 


Civilian Service Campaign 


Recognizing that every patriotic citi- 
zen is eager to play his part in America’s 
all-out war effort, the First Wisconsin 
National Bank of Milwaukee is conduct- 
ing a dramatic “civilian service cam- 
paign” of 16 newspaper advertisements 
designed to help men and women in 
every walk of life find their most effec- 
tive roles on the home front. 

Roy L. Stone, First Wisconsin vice- 
president in charge of public relations, 
reports that the campaign was launched 
with a full page using extra color in the 
Milwaukee Journal, March 31, and in 
the Milwaukee Sentinel, April 2. Both 
papers will carry 15 follow-up ads, aver- 
aging about 1,050 lines each, which 
complete the series. 

The full page establishes the keynote 
of the campaign via the headline, “We're 
ALL in this TOGETHER . . . ALL THE 
WAY!” In addition, the page lists “19 
Ways All of Us Can Help.” The list 
constitutes a “civilian service guide” 
covering virtually every phase of home 
front participation in the nation’s war 
program. 

The 15 follow-up ads feature photo- 
graphs of typical citizens—office worker, 
factory hand, housewife, service me- 
chanic, business executive, stenographer, 
grocer, etc.—with headlines such as: 


“I’m fighting in overalls!” 

“I take dictation—but I don't like 
dictators!” 

“In case you're wondering how a 
grocer can help .. .” 

“T man a ‘troop transport’ right here 
at home!” 

‘My wife is my ‘mess sergeant’. . 
but don’t think I’m not in this 
fight!” 


Each character in the series is 
“quoted” explaining how he or she is 
backing up the men on the firing line. 
Each follow-up ad also carries a sum- 
mary of the main points listed in the 
full page, as well as a special paragraph 
combating needless spending and urging 
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all-out thrift to help forestall runaway 
inflation. 

Bank services or facilities are not pro- 
moted or even mentioned in the ads, 
“The purpose of this campaign,” accord- 
ing to Mr. Stone, “is to help answer the 
question a great many people are asking 
these days—namely: ‘Just what can | 
do to help America win the war?’ At 
the same time, we believe that this kind 
of advertising can help inspire greater 
public awareness of the tremendous job 
to be done while also contributing to 
home front morale. Naturally, because 
of the nature of the campaign, we have 
made no attempt to inject a commercial 
note in any of the ads. We are confi- 
dent, however, that this type of public 
service advertising will win widespread 
public approval and good will.” 

Long recognized as a leading finan- 
cial advertiser, the First Wisconsin Na- 
tional is the largest bank in Wisconsin 
and 31st in size among all banks in the 
country. Total resources exceed $300,- 
000.000. 

Robert A. Brown, advertising: man- 
ager, states that the current campaign 
is in addition to other local advertising 
which will continue to feature timely 
bank services, principally installment 
loans. He also reports that the First 
Wisconsin’s four painted bulletins, at 
dominant traffic points throughout the 
city, are devoted to the promotion of 
Defense Bonds and Stamps. 

The bank’s advertising account is 
handled by Scott-Telander Advertising 


Agency, Milwaukee, Wisconsin. 


Financing Fuel 


In an advertising announcement to 
fuel dealers and owners of homes, apart- 
ment houses, industrial plants, etc., the 
Morris Plan Bank of Virginia features 
its special “new summer financing plan 
to buy coal now—pay in the fall.” Text 
reads: 


“In response to the Government re- 
quest that everyone fill every available 
foot of storage space now while trans- 
portation facilities are stiil available so 
as to avoid a shortage of fuel next win- 


ter, The Morris Plan Bank of Virginia 


THE BANKERS MAGAZINE for May, 1942 





offers its services to dealers to fill their 
yards, and in turn to finance the sale of 
coal and fuel oil to consumers. 

“Owners of homes, apartment houses, 
industrial plants: If you do not have 
the money to buy next year’s supply of 
fuel now, The Morris Plan Bank of Vir- 
ginia will be glad to lend you the money. 
You can repay the loan in convenient 
monthly amounts, with the first payment 
not coming due until September. 

“In all except unusual cases, you 
need furnish no endorsers. The ‘cash 
discount’ you get by paying cash for 
your coal should save you more than 
the cost of the loan. And you will be 
helping your country as well as yourself. 

“Fuel dealers: Stock up every avail- 
able foot of storage space you have in 
your yard, bunkers, silos . . 7 and keep 
stocked up just as long as you can. If 
you need more money to carry the larger 
supply on hand, ask us how we can help 
you. A simple, economical plan is 
available so you can buy on a cash dis- 
count basis. Details will be given you 
gladly without obligation.” 


Solving Money Problems 


A recent six-column newspaper adver- 
tisement of the First Wisconsin National 
Bank (Milwaukee) is headed “We paid 
our bills and balanced our budget on 
the First Wisconsin Time-Credit Plan!” 
Illustration shows a young married 
couple registering obvious pleasure and 
relief, and quotes them as saying: 

“We had a run of tough luck—extra 
expenses we didn’t figure on. So we 
had to let some bills pile up. But a 
First Wisconsin Personal Loan balanced 
our budget! In fact, we paid our taxes 
as well as our bills. We then paid off 
our loan out of monthly income, and 
now we're back on a cash basis—actu- 
ally saving again!” 

Along the right-hand margin of the 
main text are smaller illustrations of six 
typical examples of how a First-Wiscon- 
sin personal loan has helped to solve 
somebody’s personal money problem. 
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“EYE-CATCHERS” 
These bank ad heads caught our 


eye and made us read the ad. How 
about you? 


‘‘They even photograph my 
check!’’ 


—State-Planters Bank & Trust 
Company, Richmond, Va. 


*‘Now I am Glad Tom Left his 
Affairs in Trust with the Bank! 


—Marshall & Isley Bank, Mil- 


waukee, Wis. 


For Help You Need Today to 
Meet Tomorrow... 


—Morris Plan Bank of Virginia. 


American Dollars in Action 


—American National Bank, 
Nashville, Tenn. 


Are You Overlooking This 
Source of Income? 


—Valley National Bank, Phoe- 


nix, Ariz. 


A defense worker tells how he got a 
small loan to repair his car, essential 
to his job; a school teacher tells how a 
small loan helped to finance a summer 
school course to get a master’s degree: 
an executive tells how he financed sea- 
sonal expenses for insurance and taxes; 
a secretary tells how she helped her 
mother through a serious illness; a 
young couple. tells how a small loan 
helped them with the new baby; a mar- 
ried couple explains how they made es- 
sential home repairs. 

The bank points out that these are 
typical of thousands of Milwaukee fami- 
lies who are finding First-Wisconsin 
Time Credit the answer to their prob- 
lems. 
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P. J. Ebbott Heads Reserve 
City Bankers 


Percy J. Ebbott, vice-president of the 
Chase National Bank, New York, has 
been elected president of the Associa- 
tion of Reserve City Bankers at the 
annual meeting of that association in 
Hershey, Pa. 

Mr. Ebbott is a native of Fort Atkin- 
son, Wis., and a graduate of Oberlin 
College. He began his banking career 
with the National Park Bank in New 
York City in 1913. He was appointed 


an assistant cashier in 1917 and an as- 
sistant vice-president in 1920. 


He re- 















































































PERCY J. EBBOTT 
President, 


Association of Reserve 
City Bankers. 





BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 
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signed a year later to become a vice- 
president of the Seaboard National Bank 
and continued in that capacity with the 
Equitable Trust Company and the Chase 
National Bank after the mergers in 1929 
and 1930. 


Manufacturers Trust Honors 
Employes in Service 


In an impressive ceremony that was 
attended by directors and officers of the 
bank, Harvey D. Gibson, president of 
the Manufacturers Trust Company, New 
York, recently unveiled two bronze tab- 
lets in the entrance foyer of the bank’s 
principal office at 55 Broad Street, New 
York, which contain the names of over 
200 employes who are now in military 
service. Space has been provided on 
these tablets for additional names, as 
the bank anticipates that by the end of 
the year several hundred more members 
of its staff will be in service. 


National City of Cleveland to 
Have 97th Birthday 


The Cleveland Plain Dealer, in its 
Monday evening edition of May 19, 
1845, made the following announce- 
ment: “We understand an organization 
has been had to establish a bank in this 
city, under the late law authorizing 
banking, to be entitled ‘City Bank of 
Cleveland.’” This brought the first of- 
ficial notice the public had received that 
a new bank had been established two 
days previously on May 17. Since that 
early beginning, the City Bank of Cleve- 
land has grown until today. after ninety- 
seven years, it is one of Cleveland’s lead- 
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ing financial institutions, and the largest 
national bank in Ohio. It changed its 
name from the City Bank of Cleveland 
to The National City Bank of Cleveland 
when it received its national charter in 
1865. 

When the original bank opened for 
business in 1845, Cleveland had no 
paved streets. Its only method of trans- 
portation was stage coaches running to 
both east and west. Its streets were lit 
by oil lamps, and one of its principal 
officials was known as the “city sexton.” 
The population then was 9,573 persons, 
represented by 1,563 families. 

Only one other Cleveland bank ap- 
proaches the National City in age, and 
that is the Society for Savings which 
was organized in 1849 with six em- 
ployes. 

Up until 1933, The National City 
Bank was a relatively small institution, 
but that vear commenced an era of rapid 
but sound growth. From resources at 
that time of about $35,000,000, it has 
increased to more than $250,000,000. It 
is now the thirty-third largest bank in 
the nation. It has grown during these 
97 years with the industries of Cleve- 


land, and it looks forward to a long 
period of service to this area which it 
has served so well for so long. 


C. Alison Scully Made Director 


C. Alison Scully, executive vice-presi- 
dent of the Corn Exchange National 
Bank and Trust Company, Philadelphia, 
has been elected a member of the board 
of directors of that bank in place of Hale 
Holden, Jr., who is retiring from the 
board because of his leaving the city. 


Chase National Statement 


The statement of the Chase National 
Bank, New York, for March 31, 1942, 
shows the deposits of the bank on that 
date were $3,628,257,000, the largest 
deposit figure yet reported by the bank, 
which compares with $3,534,967,000 on 
December 31, 1941, and $3,617,530,000 
on March 31, 1941. 

Total resources amounted to $3.899,- 
439.000. compared with $3.811.803.000 
on December 31. and $3,890,245.000 a 
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year ago; cash in the bank’s vaults and 
on deposit with the Federal Reserve 
Bank and other banks, $1.254,614,000, 
compared with $],248,516,000 and $1,- 
597,501,000 on the respective dates: in- 
vestments in United States Government 
securities, $1,417,883,000, compared 
with $1,364.847,000 and $1,252,185.,- 
000; loans and discounts, $830,806,000, 
compared with $802,221,000 and $690,- 
342,000. 

On March 31, 1942, the capital of the 
bank was $100,270,000 and the surplus 
$100,270,000, both amounts unchanged. 
The undivided profits on March 31 
amounted to $43,043,000, compared 
with $40,370,000 on December 31, 1941, 
and $39,269,000 on March 31, 1941. 

Earnings of the bank for the first 
quarter of 1942, after increased allow- 
ance for taxes, amounted to 36 cents per 
share, compared with 41 cents a share 
in the first quarter of 1941. 


Bank of America Has 1,037 in Service 


In a ceremony before hundreds of 
staff members of the Bank of America, 
San Francisco, a service flag was un- 
furled representing 1,037 young men of 
the bank who have responded to the 
call toe military and naval service. In 
the absence of A. P. Giannini, founder 
of the bank, the ceremony was conducted 
by W. E. Blauer, vice-chairman of the 
board of directors. 

Encouraged by the Bank of America 
management to invest regularly in 
United States war bonds and stamps, 
employes of the bank’s California-wide 
organization have responded  unani- 
mously—except for three individuals, 
according to a survey just completed. 

Approximately 11,000 staff members 
are emplayed in 307 communities at 495 
branches and eight administrative de- 
partments. 

The three non-participating employes 
informed the bank that their strong re- 
ligious beliefs caused them to abstain. 
One is located in Los Angeles, one in a 
suburb of Los Angeles, and one in San 
Francisco. 

“T had looked forward to a 100 per 
cent showing.” remarked A. P. Giannini. 
chairman of the board and founder of 
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the bank, “but I guess we'll have to be 
satisfied with a record of 99.999 per 
cent. It has not been our policy to in- 
terfere with the religious convictions of 
our employes.” 


F. A. A. to Meet in October 


Victor Cullin, president of the Finan- 
cial Advertisers Association, has an- 
nounced that its members will get to- 
gether for a clinic for the 27th year in 
Chicago at the Edgewater Beach Hotel 
on October 26, 27 and 28. 

L. E. Townsend, vice-president of the 
association and assistant vice-president 
of the Bank of America, San Francisco, 
who is general chairman of the conven- 
tion this year, states, “War time is no 
time for entertainment, golf tournaments 
or other usual convention diversions. 
While the Financial Advertisers Associ- 
ation conventions in the past have been 
sessions of study and work interspersed 
with a limited amount of entertainment, 
this year the entire three-day program 
will get right down to real clinics and 
conferences where men work with fever- 
ish heat and produce results.” 

Guy W. Cooke, assistant cashier of 
the First National Bank of Chicago, is 
general chairman of the Chicago group 
to make all the local arrangements for 
the convention. 


A. B. A. to Have National Conference 
On Wartime Finance 


Recognizing that the nation’s wartime 
needs and problems transcend all other 
interests in times like these, the Ameri- 
can Bankers Association will hold a 
National Conference on Wartime Fi- 
nance in Detroit next September in place 
of its annual convention. The dates will 
be September 28-30. 

The plan contemplates an intensive 
shirt-sleeves conference on all phases of 
wartime finance in which field of ac- 
tivity the banks will make their great- 
est contribution to the war effort. Lead- 
ers from banking and government alike 
will be in attendance to contribute to 
its deliberations and discussions. 

The program will be cut down by a 
day and a half. Whereas the convention 


has in the past run from Monday mor. 
ing to Thursday night, the Conference 
on Wartime Finance will conclude at 
noon on Wednesday. Entertainment will 
be eliminated. The usual golf tourna. 
ment will be omitted. And the inaugu- 
ration of new officers of divisions and 
of the association itself will take place 
at the close of the final session Wednes- 
day morning. As part of the confer. 
ence, it is hoped that an opportunity 
will be given to the delegates to see 
something of the operation of war plants 
in the Detroit area. 

A new type of meeting for bankers 
will be undertaken on Sunday evening, 
September 27, preceding the opening of 
the conference. This will take the form 
of an inspirational meeting with a back- 
ground of American music and an ad- 
dress by an inspirational speaker of 
note. Committee meetings will be held 
all day Sunday. 

It is not contemplated that the essen- 
tial business of the association will be 
restricted. The five divisions, National 
Bank, State Bank, Savings and Trust 
divisions, and the State Secretaries Sec- 
tion, will have their business meetings 
on the mornings of the second and third 
days. The remainder of the time will 
be devoted to clinic sessions on wartime 
bank operations, policies and _ service 
to the public and the Government. 


Bernard A. Colby in New Post 


Bernard A. Colby, of Longmeadow, 
has been elected president of the Fed- 
eral Intermediate Credit Bank of Spring: 
field, Mass., it was announced at a 
meeting of the Farm Credit Board held 
there recently. He had been vice-presi- 
dent of the bank since 1933 and his 
promotion fills the place left vacant 
by Allen L. Gillett, recently resigned to 
become general agent of the Farm Credit 
Administration of Springfield. 

In 1932, Mr. Colby came to Spring: 
field as assistant treasurer of the Inter- 
mediate Credit Bank and a year later 
became its vice-president. The bank 
serves as a rediscounting agency for a 
short-term agricultural paper represent 
ing loans made to farmers through pro- 
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duction credit associations, agricultural 
credit corporations, banks and _ trust 
companies. Its loans and discounts dur- 
ing 1941 amounted to $29,157,000, such 
funds being obtained from the sale to 
private investors of its short-term deben- 
tures. 


Morris Plan Bankers to Meet in 
October 


Richard H. Stout, president of the 
Morris Plan Bankers Association, 718 
Jackson Place, N. W., has announced 
that the twenty-third annual convention 
of the association will be held at the 
Seaview Country Club, Absecon, N. J., 
on Monday, Tuesday and Wednesday, 
October 12, 13 and 14. Program details 
remain to be worked out and will be an- 
nounced later by President Stout, who 
is also chairman of the executive com- 
mittee. Again this year, as last year 
at Sea Island, Ga., at least two promi- 
nent speakers, representing Government 
and finance, will make the principal ad- 
dresses at the convention. Papers and 
discussions at the three-day sessions will 
be geared to the exigencies of the times. 
These annual gatherings bring together 
more than two hundred bankers from 
thirty-one states, and one hundred and 
twenty-five cities, throughout the United 
States. 


Manufacturers Trust Statement 


The statement of condition of Manu- 
facturers Trust Company. New York. 
as of March 31, 1942, shows deposits 
of $998.156,498 and resources of $1.- 
094,006.798. This. compares with de- 
posits of $938,264,124 and resources of 
$1.035.442.005 shown on March 31, 
1941. 

Preferred stock is shown as $8.892.- 
780, common as $32,998,440, and sur- 
plus and undivided profits as $42.167.- 
116. Undivided profits account has 
been reduced by $750.003, the amount 
required by preferred stock sinking fund 
operations for the full year. This 
amount is shown on the statement as a 
reserve for that purpose. When this 
amount of preferred stock is actually 
redeemed about May 12 next, approxi- 
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mately $300,000, representing $20 a 
share, will be deducted from preferred 
capital stock account and restored to un- 
divided profits. 

Net operating earnings for the three 
months ending March 31, 1942, after 
preferred stock dividend, amortization, 
reserve for taxes, etc., amounted to $1.,- 
508,331, or 91 cents a share, as com- 
pared with $1,591,561, or 96 cents a 
share, for the corresponding period last 
year. 


Philadelphia National Statement 


Total resources of the Philadelphia 
National Bank in its statement of condi- 
tion for March 31, 1942, recently re- 
leased, were $679,076,711.19. Depos- 
its on this date were $623,620,164.90. 
Capital was $14,000,000; surplus and 
net profits, $32,536,119.16; cash and 
due from banks, $292,650,736.75, and 
U. S. Government securities, $227,206.- 


143.12. 


Kyle Joins Army 


William Harvey Kyle, manager of 
the personal loan and finance depart- 
ment of the Cleveland Trust Company, 
has been commissioned a major in the 
United States Army and has been or- 
dered to report for duty to the superin- 
tendent of the United States Military 
Academy at West Point, of which he is 
a graduate. 





Convention Dates 
NATIONAL 


May 21-23—National Safe Deposit Asso- 
ciation, Minneapolis, Minn. 

June 8-11—American Institute of Banking, 
Hotel Roosevelt, New Orleans. 


June 15-27—Graduate School of Banking, 
Rutgers University, New Brunswick, N. J. 

June 18-20—Special Libraries Association, 
Hotel Statler, Detroit. 


September 30-October 1-2—Mortgage Bank- 
ers Association of America, Edgewater 
Beach Hotel, Chicago. 


September 27-30—-American Bankers Asso- 


ciation, Book-Cadillac and Statler Hotel, 
Detroit, Mich. 


1942 





October  7-10—National Association of 
Bank Auditors and Comptrollers, Hotel 
Roosevelt, New York City. 

October 12-14—Morris Plan 
sociation, Seaview Country 
scon, N. J. 

October 
sociation, 


Bankers As- 

Club, Abe- 
25-28 Advertisers As- 
Hotel, Chi- 


Financial 
Edgewater Beach 
cago, 
STATE AND REGIONAL 
11-12—North Carolina 
Hotel Carolina, 
May 11-13—Mississippi Bankers 
tion, Hotel Buena Vista, Biloxi, 
May 11-13—Missouri Bankers 
Hotel Connor, Joplin. 
May 13-14—Indiana Bankers 
Claypool Hotel, Indianapolis. 
May Bankers 
ciation, Columbia. 


Bankers As- 
Pinehurst. 


May 
sociation, 
Associa- 


Miss. 


Association, 
Association, 


13-14—South Carolina 

Hotel Columbia, 

May 13-15 Bankers 
Topeka. 

May 14-15—Alabama Bankers Association, 
Jefferson Davis Hotel, Montgomery. 
May 14-16—-New Jersey Bankers <Associa- 
tion, Hotel Traymore, Atlantic City. 
May 15—New Hampshire Bankers Asso- 
ciation, Hotel Carpenter, Manchester. 


Asso- 


Kansas Association, 


May 18-20—California Bankers Association, 
Hotel Del Monte, Del Monte. 

May 19-20—Tennessee Bankers Association, 
Andrew Johnson Hotel, Knoxville. 

May 20-21—Ohio Bankers 
Hotel Statler, Cleveland. 

May 20-22—Illinois Bankers 
Jefferson Hotel, St. Louis. 


Association, 
Association, 


May 20-23—Pennsylvania Bankers  <Asso- 
ciation, Hotel Traymore, Atlantic City. 

May 21-22—Marvland Bankers Association, 
Lord Baltimore Hotel, Baltimore. 

May 21-23—National Association of Bank 
Auditors and Comptrollers, Mid-Conti- 
nent Regional Conference, President 
Hotel, Kansas City, Mo. 

May 21-23—Massachusetts Bankers Asso- 
ciation, New Ocean House, Swampscott. 

May 22-23—New Mexico Bankers <Associa- 
tion, Fonda Hotel, Taos. 

May 24-26—New York Bankers Associa- 
tion, Hotel Astor, New York City. 
May 25-27—District of Columbia Ban‘sers 
Association, Columbia Country Club, 
Chevy Chase, Md. 
May 26-28—Texas 
Gunter Hotel, 
May 27—New Jersey Savings Banks, Mont- 

clair Golf Club, Verona. 


Bankers Association, 


San Antonio. 


May 29-30—Arkansas Junior Bankers As- 
sociation, Fort Smith. 

June 3-5 
sity of 


Kansas Bankers Clinic, Univer- 

Kansas, Lawrence. 

June 3-5—South Dakota Bankers Associa- 
tion, Cataract Hotel, Sioux Falls. 

June 5-6—Virginia Bankers 
Hotel Roanoke, Roanoke 

June 3-7—District of Colutnbia 
Association, Hot Springs, Va. 


Association, 
Bankers 


June 5-6—Idaho Bankers Association, Sun 
Valley. 
June 5-6 
ment 
Dartmouth 


New Hampshire Bank Manage- 
Conference, Amos Tuck School, 
College, Hanover. 

June 8-9—Oregon Bankers 

Hotel Baker, Baker, 
June 11-12—Washington Bankers <Associa- 

tion, Davenport Hotel, Spokane. 

June 12—West Virginia Bankers  Asso- 
ciation, Daniel Boone Hotel, Charleston, 

June 12-13—North Dakota Bankers <Asso- 
ciation, St. Charles Hotel, Dickinson. 

June 13-14—Utah Bankers’ Association 

Bryce Canyon National Park. 
16-I8—Wisconsin Bankers  Associa- 
Hotel Schroeder, Milwaukee. 
June 18-19—Michigan Bankers Association, 

Detroit, Mich. 

June 18-20—Montana Bankers Association, 

Yellowstone National Park. 

June 22-23—Wyoming Bankers Association, 

Sheridan. 


Association, 
Oregon. 


June 
tion, 


( 


June 25-27—Colorado Bankers Association, 
Stanley Hotel, Estes Rocky Mountain 
Park. 

June 26-28—Maine 
Poland Spring 


Association, 

Poland Spring. 

July 8-10—Minnesota Bankers Association, 
Hotel Duluth, Duluth. 

August—Arkansas Bankers Seminar, Uni- 
versity of Arkansas, Fayetteville. 

September 2-5—Virginia Bankers Confer- 
ence, University of Virginia, Charlottes- 
ville. 


Bankers 
House, 


September 6-9—Iowa Bankers Association, 
Hotel Fort Des Moines, Des Moines. 
September 10-12—Maine Savings Banks 
Association, Mt. Washington House, 

Bretton Woods, N. H. 
September 17-19 — Massachusetts 
Banks Association, New 
Swampscott. 
September 23-25—New York Savings Banks 
Association, Waldorf-Astoria, New York. 
October 12—Vermont Bankers Association, 
Hotel Vermont, Burlington. 
Kentucky Bankers’ Association, Brown 
Hotel, Louisville (date to be decided). 
Nebraska Bankers Association, Hotel Fon- 
tanelle, Omaha (date to be decided). 


Savings 
Ocean House, 
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